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ASSETS (Lire) 


LIABILITIES 


Govt. Se- 

Treasury 


Other Securities Cheques Circulation (assegni 
Staff individual Retirement Ac- 
Customers’ Liability for Gua- Unearned Discount other 


2,980,000,000 


Premises, Furnitures Fixtures 


350,048,017,803 
350,048,017,803 


Parties 
Special guaranteed Accounts 


Securities deposited Third 
Accounts guaranteeing specia 
Staff Assistance Retirement Bank’s Securities guaranteeing 
Fund-Securities deposited staff Assistance 


412,587,198,459 412,587,198,459 


AUTONOMOUS SECTIONS FOR SPECIAL CREDITS 


SECTION FOR CREDIT MEDIUM AND MINOR INDUSTRIES 
Capital, Reserves and Government Guarantee Fund 2,297,100,000 


SECTION FOR HOTEL AND TOURIST CREDIT 
Aggregate Capital and Reserves 424,268,067 


SECTION FOR CO-OPERATIVE CREDIT 
Capital and Reserves 506,405,817 Government Guarantee 2,000,000,000 


SECTION FOR MORTGAGE CREDIT 
Aggregate Capital and Reserves 552,454,962 


SECTION FOR CINEMA CREDIT 
Aggregate Capital and Reserves 456,800,338 
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SUMMARY 


Prof. Armando Sapori, who already described the vicissitudes the Medici Bank 
the 15th century (No. our Review), this new article Companies 
England Centuries) the reader back earlier date and examines 
phase special importance the history the Italian Mediaeval Companies: that the 
work they started England about the middle the 13th century and which developed 
three directions the purchase and export wool, the collection the papal tithes, 
and the concession loans the Crown connection with the policies the English 
Kingdom and the financial system the The most eminent among the companies 
the Peruzzi, the Frescobaldi, the Bardi, the Riccardi succeeded acquiring 
front-rank position the court the English Kings, and built international financial 
organizations geared complicated and risky game clearings between their several 
European branches. 

With like impartiality the holds admiration the enterprise and ability 
the individual Companies and the same time underlines the intrinsic weaknesses 
their daring constructions, which share, with the adverse political events, the responsi- 
bility for the famous failures that gave rise many emotional recriminations void 
historical foundation. 


** * 


known, the devaluations September 1949 have revived active controversies 
also the field international trade theory. the course these discussions certain 
aspects the problem hitherto but little considered have been focussed and 
emphasis has been placed the exaggerations the tendency make complex realities 
fit into over-simplified theoretical tenets. 

The articles The Inappropriateness Simple Elasticities” Concepts the 
Analysis International Trade» and Exchange Rates and National Income», 
Prof. Balogh and Prof. Streeten, may considered fruits this process 
revision. The conclusions reached the AA., who attempt find theoretical solution 
which differs from the prevalent line thought, may summed the following 


the field economic theory: 


(a) the use the concept elasticity the analysis international economic 
problems has been shown disregard complications sufficient order magnitude 
render the procedure inappropriate. The various functions elasticities have been 
shown interrelated such way that their calculation may involve indeterminacy 
the functions are shifted and probably distorted; 


(b) these functions represent macro-economic aggregates, the state employ- 
ment the constituent units has important bearing the reactions the balance 
payments changes the rate foreign exchange and tends render them 
irreversible and unique; 


(c) the traditional analysis tends neglect variables other than price-quantity 
relations, and thus gives over-simplified view these relationships; 


(d) finite changes the rate exchange alter not merely the distribution the 
national income but also the size the real income. Thus not only the savings and 
investment schedules are changed, but with them cumulative movements are engendered 
quite apart from the secondary multiplier effects the change the balance which 
alone has received alterction. 


(e) exchange rate adjustments alone are unsuitable remedies where international 
maladjustments are large; 


(f) they are also unsuitable they would have used repeatedly and fairly 
frequently; 

(g) false argue that appreciation currency always remedy when 
deficits cannot eliminated depreciation because elasticities are too low; 

(h) even when and where exchange rate alterations promise suitable remedies, 
they are likely insufficient unless accompanied full employment (or even possibly 
over-full employment) policies creditor countries, measures counteract undesirable 
distributional effects effects internal monetary equilibrium, and possibly measures 
against certain oligopolistic monopolistic reactions. 


the second half 1950 the Italian Central Institute Statistics published special 
volume containing the results exhaustive investigation into the structure and recent 
trends Italy’s national income. 

Prof. Eugenio D’Elia, his paper National Income describes and comments 
the recapitulative data, pointing out the essential features Italy’s national product 
and national income. calls attention the war disturbances, the post-war recovery 
movement, the changes that have occurred since 1938 the percentage weight the 
several component items (private activities, public sector, indirect taxes, incomes from 
abroad and donations), and especially the industrial and agricultural income. 

The statistical analysis preceded explanatory remarks clear certain 
problems method and definition. 


** * 


the survey Foreign Trade 1950: Prof. Pietra- 
nera analyses, with the help detailed statistical elaborations, the principal characteristics 
the currents our international trade during the first nine months 1950. The 
period under consideration special interest the consequences the devaluations 
September 1949 were making themselves felt and the effects the liberalisation 
policy inter-european exchanges were taking shape. coincided, moreover, with 
the period which the passage from buyer’s selier’s market seemed acquir- 
ing consistency, but which was again reversed the Korean war. 


* 


* 


* 


review the new book Contribution the Theory Trade Cycle Hicks. 
Placing Hicks’ theory direct line descent from Harrod’s dynamics, its economics, 


and from Frisch and Samuelson, its technique, the Author calls attention first all 
the shortcomings dynamic model and goes examine the more realistic 
Hicksian model. Yet emphasising that Hicks’ work represents very real advance 
many individual points theory, prof. Hahn led conclusion that does 
not quite add satisfactory theory the trade cycle, especially because its 
failure distinguish clearly between supply and demand conditions and too mechanical 
use different equations based constant coefficients. 
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Italian Companies England Centuries) 


ARMANDO SAPORI 


Arrival Italian merchants England. English and papal politics and finance. The Italian 

Companies: Riccardi, Frescobaldi, Bardi and Peruzzi during the reigns Edward Edward and 

Edward Ill. Figures relating transactions. Types business. Security for loans 

the Crown. Reaction against Italian Failures: various aspects the individual 

crises. Common causes failures. The Italians England from the middle the 14th 
the end the 15th century. 


During the most flourishing period 
Italian Companies England they were mainly 
concerned with three businesses: the purchase 
and export wool, the collection papal 
tithes and the concession loans the Crown. 
matter fact, however, when the first 


(*) previous article entitled The Medici Bank, pu- 
blished this Quarterly (No. quarter 1949) collected 
the bibliographical notices dealing with that business, 
which added some the general vicissitudes the Me- 
Italian companies abroad, studying 
the companies dealt with this present article the follo- 
wing works should read: Re, Compagnia dei 
Inghilterra suo fallimento alla fine del se- 
colo Archivio della Societa Romana Storia Pa- 
tia», Vol. XXXVII, 1914; Compagnia dei 
The Italian Bankers England and their Loans Edward 
and Edward the Vol. Historical Essays Members 
the Owen College, Manchester London, 1902; 
The Societies the Bardi and the Peruzzi and their Dealings 
with Edward 1327-1345, the Vol, Finance and Trade 
under Edward No, XXXII the Publications the 
University Manchester, Historical Series Manchester, 
1918; Italian Bankers and the English Crown, 
XVII, London, 1903; delle Compagnie 
mercantili dei Bardi dei Peruzzi, Firenze, 1926; 
Alien Merchants England, 1350 1377; their 
Legal and Economic Position, Cambridge (Mass.), The Me- 
diaeval Academy 1931. 

the Italians England, see also: Biscaro, 
Banco Filippo Borromei Compagni Londra, 1436-1439, 
Archivio Storico IV, Vol. XIX, 1913; 
C.R., prestito degli Scotti Piacenza Edoardo 
London and Foreign Merchants the Reign Henry VI, 
Historical Review XXV, 1910; M.S. 
Alien Merchants England the Fifteenth Century, 
IX, 1895; Italian Financial House the 
Century, Transactions St, Albans and Hertfordshire 
Architectural and Archaeological Vol, part, IV, 


Italians left their country order cross the 
Channel they had nothing that sort mind, 
and these activities developed only degrees, 
the result series difficulties and 
opportunities. The only objective those 
pioneers was that time the collection from 


St. Alban, 1903; Gli italiani 
Inghilterra durante secoli XVI, Nuova Anto- 
logia Vol. CXXV, Roma, 1906; Caorsini senesi 
Inghilterra nel secolo Bollettino Senese Storia 
Patria IV, 1897-1898; Storia del commercio 
dei banchieri Firenze tutto mondo conosciuto dal 
1200 1345, Firenze, 1896; Les hommes d’af- 
faires Moyen-Age, Paris, 1949. 

the whole matter dealt with this study, see: 
Les préliminaires Guerre Cent Ans, 
Fasc. 86, first series the des Ecoles Fran- 
gaises Rome Paris, 1902. Martin, Histoire 
Paris, 1912; Re, Archivi inglesi storia italiana, Archi- 
vio Storico Italiano LXXI, Voll. 1-2, 1913 (No. 270 the 
collection), Materials for the Study Edward 
Credit Operations, 1327-48, Bulletin the Institute 
Historical Research (London, Longmans, Green and Co. 
Ltd.), XXII, No, November 1949, and 
No. 67, May 1950. Studi documenti storia del 
medievali rapporto con Chiesa, Archivio della Societa 
Romana Storia Patria XXIX, 1906. Saint- 
Siége les banquiers italiens, Communication section 
Congrés Scientifique International des Catholiques, Bru- 
xelles, 1895. mercatoribus Camerae Apostolicae 
ineunte, Rennes, 1909. Lunt, Financial 
Relations the Papacy with England 1327, Vol, the 
Studies Anglo-Papal Relations during the Middle Age 
Cambridge The Mediaeval Academy America, 1939. 
English Monastic Finances the Later Middle 
Age Cambridge Studies Mediaeval Life and Thought 
Cambridge, 1926. Una lettera mercantile del 
1330 crisi del commercio italiano nella prima meta del Tre- 
LXXXII, 1924, marché matiéres pre- 
miéres: laines d’Angleterre marchands italiens vers fin 


the English seigneurs, barons and Church 
dignitaries the sums advanced them 
the time crusades, either during the transit 
the said Englishmen through Italy the 
Holy Land, where the Italians had followed 
them, either for business reasons fighting 
men. The documents their possession bore 
barional seals and were sometimes even guaran- 
teed the King, but order collect their 
monies they were compelled face the journey, 
matter what difficulties were involved. 
Once the spot they found, moreover, that 
since money could not exported they would 
have take payment from their debtors 
form other than hard cash, which, 
matter fact, the debtors had but scanty sup- 
plies. But since the fields around their manors 
abounded large flocks sheep prized 
breeds, the Italian creditors came the con- 
clusion that would their advantage 
take wool instead money payment what 
was due them, since this, when exported 
Italy, could used for the manufacture 
cloth, the staple industry those days. But 
here another difficulty arose: required some 
considerable time complete negotiations, 


les Philippe Bel ses fils, Revue Belge 
Angleterre, Paris, 1900, Studien aus der Florentiner 
Wirtschaftgeschichte: Bd, Die Florentiner Wollentuckindustrie 
vom bis zum Jahrhundert, Stuttgart, 
Das Florentiner Ziinftwesen vom XIV. bis zum Jahrhun- 
dert, Stuttgart und Berlin, 1908 (of this latter book also 
available the Italian edition entitled Arti fiorentine, 
Vol, the Series Fonti studi sulle corporazioni 
artigiane del mediocvo edited Deputazione Toscana 
Storia Patria, Firenze, 1940), Hermes, Der Kapitalismus 
der Florentiner Wollentuckindustrie, Zeitschrift fiir die ite- 
samte Staatswissenschaft LXXII, 1916. The Hi- 
story the English Woolen and Worsted Industries, London, 
1931. lana come promotrice della floridezza 
economica nel Medioevo, Atti del Congresso In- 
ternazionale delle Scienze Storiche 1-9 aprile 1903, Roma, 
1903. English Monasteries and the Wool Trade 
1904. Brenni, tessitura serica attraverso secoli. Cenni 
sulle sue origini sul suo sviluppo Como, nelle altre citta 
torno alla storia della seta Firenze, Bologna, 1927. 
Per storia dell’arte dei fustagni nel secolo 
Archivio Storico Lombardo a.XVII, Fasc, 1890. 
Note per storia della produzione del commer- 
cio una materia prima: guado nel medioevo, Studi 
onore Gino Luzzatti Vol, Milano, 1950. 
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collect the wool, convey the port 
shipment and charter the necessary tonnage, 
while another law restricted the length time 
which foreigners were allowed stay the 
country and strictly regulated all their mo- 
vements. The way out this difficulty was 
get friendly terms with the King 
who had power grant extensions and safe- 
conducts, that temporary visits 
manencies granting him loans which 
would enable him overcome his most im- 
mediate financial difficulties. Later what 
had begun expedient became custom. 
The firstcomers attracted others, whose aims 
were entirely speculative nature and who 
either formed companies England 
ferred thither concerns which had already been 
set the other side the Alps. the 
middle the 13th century the process was 
complete and things settled down regular 
lines, including relations with the Apostolic 
Chamber. The trend the activities which 
had originated through force circumstances 
rather than free will began more clearly 
defined, also the causes rapidly made for- 
tunes and even more unexpected failures. 


II. order gain some idea all this 
will well take glance the policy 
the British sovereigns, the financial organiz- 
ation the State, and the Church’s taxation 
system. 

Beginning with the policy the Crown, 
there were two main undertakings which 
apart from the suppression few uprisings 
Ireland and Wales called for incessant 
outflow money from the badly depleted 
Treasury, namely the attempts subjugate 
Scotland and affirm British sovereignty 
Gascony; money was fact needed both for 
military campaigns and for paving the way 
friendships and alliances. order that some 
idea may formed what the companies 
succeeded doing, few facts will not 
out place here. 

Edward called upon act arbitrator 
between John Balliol and Robert Bruce, grand- 
sons the King Alexander III, had imag- 
ined that supporting the former 
would gain vassal, instead which found 
himself against Scottish pride, the Scots 


inciting Balliol become real sovereign. 
Although his attempt achieve independence 
was put down rapid expedition which 
ended with his deportation 1296, the banner 
revolt was handed others, namely, the 
national hero William Wallace, who indulged 
yearly campaigns until the day his death 
1305, and Bruce who, one year later, was 
crowned King. When Edward died 1307 
all the expense and sacrifice had proved 
vain and had, moreover, deprived him 
the support every class the country. The 
Archbishop Canterbury having refused him 
all grants, the King had confiscated the Church 
treasure; the noblemen had refused war 
the pretext that, under the terms the 
Constitution, they were not bound leave the 
Kingdom unless the King (who for number 
reasons was unable absent himself from 
the capital) placed himself their head; while 
London had joined the malcontents and had 
laid claim ancient franchises. During the 
reign Edward the drainage English 
gold for the Scottish guerrilla warfare was 
incessant and did not come end even 
1328, when was found necessary recognise 
the country’s independence. 

the question Gascony, had arisen 
1259, result the Treaty Paris 
between Louis and Henry III, which had 
led the strange position King England, 
sovereign the Isles, being the French King’s 
vassal the continent the fief Guienne 
(all that was left the old Duchy Aquitaine, 
after series mutilations); the former was 
naturally bound try and become complete 
master his continental possessions, while the 
latter turn was equally bound try and rid 
the continent foreign vassal. The inevitable 
conflict which ensued was further encouraged 
1328 the dynastic question, that the 
throne France, which had fallen vacant 
owing the death, without direct heir, 
Charles IV, was coveted Philip Valois 
and the son, still minor, Queen Isabel the 
daughter Philip the Fair and the wife 
Edward That the conflict did not break 
out until 1338, when the Hundred Years’ War 
started, was due the fact that another matter 
had settled first, namely the question 
the Country Flanders which actual 
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autonomous but since the days Philip 
Augustus French fief was the keystone 
the success either contendent, since was 
the chief outlet for British wools, which were 
required industry capable turn ex- 
porting its finished products, cloths, not 
only England but all other parts the 
world. Economic interests, defended even 
force arms the bourgeois traders the 
Flemish cities, were responsible for the failure 
the French efforts and this finally led 
complete political alliance with the British 
Crown. 1330, when Edward III came age, 
was high time for serious decisious 
taken. While Philip Valois, who had been 
crowned King the French barons because 
their natural aversion the foreign preten- 
der, allowed himself led away ideas 
crusades and his confidence the 
arbitration the Pope, Edward, preparing the 
diplomatic and military encirclement the 
enemy, had used all the State’s resources 
and had mortgaged future resources contract- 
ing loans with group merchants. order 
give some idea the economic effort made 
will sufficient mention that the space 
single year that which hostilities 
began loan 100,000 gold Florentine 
florins was contracted, guaranteed all the 
personal and real estates the Crown, and 
another 140,000 with the King’s dearest 
friend, the Earl Derby, hostage; while the 
hereditary crown Great Britain, pledged for 
50,000 florins, had been handed over the 
Archbishop Treves. 

the face such vast obligations for 
foreign policy alone, far more wealthy 
economy needed than that country that 
was mainly agricultural and whose chief resour- 
was sheep-breeding, well properly 
organized financial administration. Instead 
which, the treasure the first Normans having 
become exhausted and the taxes instituted 
them for defence against the Danes (Danegeld 
and Carucage ceased applied under John 
Lackland) having ended just those very 
years, not much could expected from the 
other feudal «aids», from dues for justice, 
from the revenue the manors belonging 
the Crown, from the contributions from the 
towns belonging the King, and also general 


222 Banca Nazionale del Lavoro 


taxation under the form capitation tithes, 
tallages, twelfths, fifteenths, sixteenths, twen- 
tieths and on, applicable different scale 
the various social classes, including the clergy. 
The reasons for this were several: the one 
hand the towns, the richest merchants and 
members the bourgeoisie were the habit 
purchasing exemption means large 
lump sums which served the King temporary 
cover for his most urgent needs, but the long 
run that system was such improvish the 
King’s treasury; the other hand, the three 
States, represented Parliament, were more 
and more concerned over their right discuss 
with the Sovereign all decisions relating taxes, 
rates taxation and expenditure the funds 
collected. 

these circumstances the State’s chief 
revenue was drawn from customs dues which 
having taken the place the ancient 
royal recta prisa dues the two forms 
preemption and prisage goods enter- 
ing and leaving the ports represented the 
price paid the merchants, who preferred 
definite tax, item item, the uncertainties 
the sovereign’s arbitrary decision. The 
merchants had arranged this the Westminster 
Parliament the year 1275, and the foreign 
merchants had obtained similar treatment 
the time the granting the Merchants’ 
Charter 1303, agreeing increase the 
rates each article. The taxation payable 
foreigners was known the new customs 
order distinguish from that paid 
nationals, which was called the ancient 
customs The latter was naturally applicable 
only exports, such wool, skins, leather 
and tin, while the former was applied 
imports also, such wines, dyed and undyed 
cloth, and on. Under the terms the 
Merchants’ Charter the overseas merchants were 
allowed transact certain retail business and 
bring any commercial disputes with local 
These customs dues naturally augmented 
proportion the increase trade which result- 
from the arrival greater number 
foreigners. This source revenue, however, 
was anything but dependable, for was might 
interfere with sea trade, while the 
situation, outlined above, might make 


necessary for the British ban the entry 
manufactured goods from given country and 
the export raw materials. obvious that 
such circumstances was not easy, even 
peacetime, find cover for State expenditure, 
and that the impossibility mobilising Crown 
revenue rapidly and regularly made necessary 
obtain loans future taxation yields. The 
war, the financing which constituted 
intolerable burden the whole system, caused 
the highest credit expansion. 

addition uncertainties regarding 
venue and its collection there was also the 
question the dual nature the financial 
administration, centered round the 
and the both related 
the struggle over Magna Carta: the one 
side was the Crown, desirous violating and 
even suppressing the Constitution imposed 
the King, but not freely granted him; and 
the other the three States which, after having 
reinforced the said Constitution the Oxford 
Parliament 1258, were becoming more and 
more insistent that should respected, par- 
ticularly, already mentioned, the taxation 
sphere. The first Edward succeeded obtain- 
ing independent financial means surround- 
ing himself with dissident barons, devoted 
him, whom entrusted the management 
the funds for maintenance the Royal 
House and thenceforward the Warderobe 
occasionally took upon itself the task but 
not occasionally prevent the establish- 
ment definite line action the financial 
affairs England negotiating loans and 
allocating the various items revenue for 
military expenses, thus creating 
which, competition with that the 
chequer sealed public deeds with the King’s 
privy seal. The supremacy gained each 
successive occasion the King the barons, 
entrusted with the control the Sovereign, 
led the supremacy the officials the 
«Warderobe» over those the «Exchequer» 
viceversa; such changes influence naturally 
could not fail have repercussions all those 
who had dealings with the two administrations, 
other words those who granted the 
aforesaid loans. 

Turning from the finances the King 
those the Church, may said that 


{ 


— 


England, the whole Christendom, the 
special subsidies required order finance 
crusades the Holy Land were outstanding 
importance. The collection these duties, 
which were known under the generic name 
«tithes but the rates which varied the 
same way the taxes due the sovereign, was 
entrusted the local ecclesiastical bodies, who 
deposited them collecting centres, where 
certain envoys known «collectors» took 
delivery them and conveyed them the 
Apostolic Chamber. Even early the 13th 
century the services Italian merchants had 
begun used for this purpose from time 
time. The first experiment was made 
1218 with group men from Bologna, but 
turned out badly, since they appropriated the 
money; not only was Honorius unable 
trace them but obtained very little from the 
sequestration, which caused carried 
out reprisal, the London property 
various fellow townsmen the dishonest col- 
lectors. After Gregory had begun use 
the title campsores Papae for the 
Italian businessmen who were close contact 
with him and other prelates, the experiment 


was repeated 1229 with the Sienese merchant 


Angelerio Solafico, whose honesty was beyond 
reproach. Subsequently Urban made use 
the Bonsignori company, likewise Sienese, 
saving them 1263 from the excommunication 
pronounced all the merchants that city 
who had with the Ghibellines. Again the 
choice proved satisfactory, since before 
the battle Benevento this company behalf 
the Pope advanced the sum 20,000 tor- 
nesi» Charles Anjou, thus not only 
furthering the political interests the Church, 
but also its ambition extend its banking 
operations Southern Italy. After these ex- 
periments, events England made necessary, 
from 1277 onwards, make radical change 
the methods collecting and transmitting 
Holy Land tithes. number losses had 
occurred and had been discovered that the 
persons handle the funds, namely the 
parish priests, simplices persons, were 
prone accept the false coins that were wider 
than the good ones; the 
moreover, did not always provide 
sufficiently strong escorts ensure immunity 
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during their difficult journeys from the attacks 
robbers; while was found that both the 
parish priests and the were 
the habit retaining some the money 
dishonestly, the former because they were 
poverty-stricken, burdened with debts money- 
lenders and grieved think that the tithes 
might used for other purposes than the 
religious one the crusades, and the latter 
because the temptation involved handling 
large sums money. The departure the 
barons and knights from the Kingdom order 
put down the rebellion Wales having left 
the roads even more unsafe than before, also 
the very cathedrals and abbeys where the money 
was stored, was only expected that 
brigands would more numerous than ever 
and that robberies would cover for thefts 
another nature. Since every confidence could 
now placed the Italian companies that 
had made position for themselves the 
English Court means loans which had 
now become large and regular, was decided 
systematically what had been tried 
the past from time time, namely entrust 
them exclusively with the collection and trans- 
mission the tithes. Moreover, these com- 
panies, having then set net-work 
branches all the most important markets 
far the East, would, means payment 
order drawn against local funds, able 
account anywhere for collected 
England, without any actual transfer money 
taking place. 

All this gleaned from the registers 
John XXII and shown with extreme clarity 
document the Vatican archives dated 
June 3rd 1277, which are registered the 
considerations certain officials and high 
Ardizzone Milan, Friar John 
Darlington, the order preachers, and 
the Archbishops London and Ross, who 
had met for the very purpose reaching 
decision the subject. Nothing, fact, could 
clearer than the first deposit receipt, which 
still exists, bearing the date March 17th 
1279, together with the seal the company 
and the signature its members. The mer- 
chants, after recognising that they had received 
the money good and legal» coinage, 


l- 
» 
)- 


undertook reimburse it, either wholly 
various instalments, the request authorized 
persons «in London any other town 
this that side the water they assumed 
full responsibility «in the event robbery, 
theft, fire, shipwreck any other accident 
and security they gave the whole the 
company’s property and their own, while should 
disputes arise they were willing defer them- 
selves the ecclesiastical courts and the courts 
the King England, where the case would 
tried summary methods. 


III. The framework the picture having 
been described, now high time say 
something about the activities the Italian com- 
panies the most outstanding which were 
Tuscan which followed each other 
endless procession from the middle the 13th 
the middle the 14th century. From 
Florence came the Bardi, Cerchi, Falconieri, 
Frescobaldi, Mozzi, Pazzi, Peruzzi, Portinari, 
Pucci Rimbertini, Scali, Velluti. From Lucca, 
the Ballardi Riccardi, which took this title 
after having been called, begin with, the 
names individual directors, the chief whom 
were Luca Lucca and Riccardo 
From Pistoia: Agolanti and Ammannati. From 
Siena: Bonsignori and Salimbeni. Amongst the 
companies from other regions was the old- 
established Scoti Piacenza, and the more 
recent one Antonio Pessagno Genoa. 
Many the companies question had played 
leading part the fairs the Champagne 
district and had then devoted themselves the 
wool craft, while the strongest and most well 
organised were those the Riccardi, the Fre- 
scobaldi, the Bardi and the Peruzzi, which 
followed each other chronological order 
during the reign the three Edwards. 

The Riccardi, who arrived from the other 
side the Channel about 1250, reached the 
height their fortune under Edward from 
1277 1300, when they failed. The Frescobal- 
di, who began their activity about 1277, rose 
their peak after the year 1300, intensified 
their services the Crown from 1307 onwards, 
with the advent the throne Edward II, 
and were expelled from the Kingdom 1311. 
The Bardi and the Peruzzi, already 
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iness relations with the second Edward, were 
the chief financiers Edward III until the 
beginning the Hundred Years’ War. 

All four Companies were campsores 
Papae. The Riccardi mentioned for the first 
time 1273 having received the tithes col- 
lected the Dominicans Ireland, 1277 
shared the deposits all English monies 
for the Holy Land with the Scoti, the Bertoli, 
the Ammannati, the Pulci and Rimbertini, the 
Mozzi, the Cerchi, the Frescobaldi, and the 
Bonsignori. 1279 they issued receipts for 
11,930 and 1280 for 13,229, out 
total 44,066, the remainder being divided 
amongst the other Companies mentioned 
above. The Frescobaldi, who 1277 had 
received only 500 sterling marks from the papal 
collectors, received 30,000 them 1294 
order Boniface VIII. Bardi and Peruzzi, 
whose services the Church had, from time 
time, made use much earlier for collective trans- 
actions with many their colleagues, were 
singulorum quae regno terris tuae dicioni 
subiectis nostrae debentur 
fiducialiter receptores any case the golden 
period their relations with the Church was 
between 1332 and 1338, when tens thousands 
florins passed into their coffers. 


IV. What has already been said the 
subject English policy makes superfluous 
give any indication the and 
purposes for which the three Sovereigns obtain- 
loans from the Italian Companies. is, 
however, impossible specify the amounts 
these loans (as proved detailed and useful 
essay Mr. Fryde), partly owing omissions 
the financial entries the Record Office and 
partly because the way which they are 
made; moreover, the method contracting 
loans, registering them and keeping the 
books was extremely complicated. 

any case, order give some idea 
the transactions, which have come down 
history colossal, will sufficient 
mention some significant not always complete 
data. 

regards the Riccardi, has been establish- 
been published 1902, that loans amount- 
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ing 56,240 had been contracted between 
1285 and 1296, whereas previously, between 
1273 and 1285, the basis intermittent 
information relating the partners the 
Company, which had not yet been given the 
name Riccardi, the loans amounted over 
40,000, which 17,326 were contributed 
Luca Lucca alone between 1273 and 1277, 
the year his death; Luca’s loans were made 
Prince Edward, who had not yet become 
King but was the heir apparent and Crusader. 
certain fact, that the Riccardi, who were 
summoned before the Exchequer 1294 
render their accounts, settled them with 
balance their favour 18,024. 

far the Bardi and the Peruzzi are 
concerned, Villani speaks credits amounting 
the time their failure and 
600,000 gold florins respectively, which were 
worth Kingdom Apart from the impos- 
sibility arriving any definite conclusions, 
owing the lack book-keeping data 
which any case were undecipherable even 
the bankruptcy receivers appointed the 
Municipality Florence the above figures 
are undoubtedly exaggerated, the recorder 
being biased was personally involved 
the failure. Villani, fact, asserted that 
had included his calculations not only the 
«capital but also the promised the 
King. These gifts» granted the com- 
panies personally the directors respect 
great services renderd the beloved 
merchants chiefly order encourage them 
render even greater services, were known 
have remained always paper. They never 
found their way into the firm’s coffers into 
the private purses the directors, the wives 
and daughters those bankers, who had hoped 
adorn themselves with jewels gold and 
precious stones, promised them account 
services rendered their husbands and fathers, 
certainly never owned any English necklaces 
trinkets. More often than not the matter 
was overlooked; sometimes instructions were 
even countermanded, can seen the foot 
document November 26th 1338, which 
states cancelled because the said cheques were 
withdrawn and not paid 

comparison with the figure relating 
the credits the Bardi, quoted Villani, 


that calculated the officials the Ex- 
which certainly far too low, just the other 
was too high, even without the order which 
the said officials had received not take any 
gift any remuneration into consideration. 
From examination, carried out the writer 
personally, the printed volumes the 
Calendars close and patent roils third 
intermediary figure was revealed, which with 
the inclusion the gifts the company 
(not the members thereof) amounted 
89,082, owing the addition further sum 
66,000 the 23,082. Converting the 
the pounds sterling into Florentine florins, 
sum florins obtained the one 
hand for the Bardi alone indicated 
Villani, and 594,176 florins (1) the 
other shown the documents the Record 
Office. Greater accuracy impossible, 
borne out the British expert Mrs. 
Beardwood who, having examined the docu- 
ments after the writer, was only able confirm 
the conclusions arrived him. 

the Peruzzi, seems that their credits 
were never ascertained the Treasurer and the 
Barons the «Exchequer». These officers had 
been instructed examine them together with 
those the Bardi, but, fact, they handed 
the Bardi’s statement account only. 
directly, from later document dated 
April 1347, appears that two English mer- 
chants Walter Chniton and Gilbert 
Wendeymberg had taken upon themselves 
the task paying the Peruzzi 20,000 
behalf the King, the place others who 
had entered into the same understanding from 
May 1344 onward. Anyhow certain 
that the Peruzzi’s credit must have been about 
two thirds that their colleagues. The loans 
granted the said firm over great number 
years, compared with those the Bardi, 
were the ratio two three proportion 
which confirmed the figures arrived 
Villani, quoted above. 


(1) Mr, Frype, quoted the beginning this study, states 
rate exchange between pound sterling and florentin florin 
(Das Bankhaus der Medici und seine Jena, 1906, 
19) speaks about variations the same rate from 5.69 6.5 
during the period 1302-1345. 
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The above somewhat dry information 
has been given order convey some idea 
the fabulous transactions carried out 
the Italian merchants, while what follows will 
serve convey clearer idea their activities. 

the first place, the English sovereigns did 
not make use their services England only, 
but every other place where British policy 
required funds. The Kings were therefore 
the habit instructing the London partners 
the said Companies ask their branches 
other countries effect given payment with 
the currency expressed the contract (such 
pound sterling, Avignon Florentine florins, 
bisanti Rhodes, etc.) with the equiva- 
lent local currency. quote example, 
when Edward III sent William Twenge 
the King Sicily order ask him hand 
over Thomas Gurney, one the assassins 
Edward II, instructed the Bardi ar- 
range for the payment certain sum 
money his «trusty servant» order 
worded follows: Voillez faire paier, par 
les meins voz compagnones vestre com- 
paignie demoranz Naples, value mill’ 
marcs sterlings 

The Companies, however, did not restrict 
although this was already formidable under- 
taking, but often came their personal rescue 
and that members the Royal Family; 
they also made loans the highest members 
the nobility and the clergy and even city 
corporations. 

For instance, Edward instructed the Ric- 
cardi and the Frescobaldi provide, 
equal extent, for the maintenance the Queen 
Mother; put his signature two large loans 
granted the Velluti and the Frescobaldi 
his second son John, Duke Brabant, whose 
income was apparently insufficient for his way 
living; instructed the Frescobaldi and 
the Ballardi Lucca see that his eldest son, 
Edward Prince Wales who had journey 
France order pay homage for the Duchy 
Gascony Philip the Fair should 
accompanied agent theirs, who would 
supply the funds needed for representation ex- 
penses well for the personal needs the 
young Prince. Edward II, who celebrated his 
ascent the throne with great festivities, 


instructed the Frescobaldi who resided his 
wine London. Edward III appealed 
the Bardi and the Peruzzi for the purchase 
the jewels which presented his wife 
Philippa their weddingday; drew them 
for his needs connection with visit 
Philip Valois; while 1329, with the 
approval the Council Gloucester, 
entrusted the two Companies the whole 
maintenance the Royal Household. 

Leaving Court circles one side, the fol- 
lowing examples have been chosen haphazard. 
1299 the City London applied group 
seven Tuscan Buonsignori, 
Ammannati, Cerchi, Spini, Mozzi, Pulci and 
Rimbertini for financial aid enable them 
redeem from Edward the municipal 
freedoms which, granted had been 
repealed 1285. Moreover, the King’s trusty 
servants» who were the debt towards 
Italian merchants knights who followed the 
King into battle and high government officials 
were innumerable. the former, suf- 
ficient mention the Duke Bar-le-Duc, who 
had lost his lands for having supported the 
cause Edward the dispute with Philip 
the Fair over the Duchy Aquitaine. The 
King England finally took over the debt, 
contracted the Duke with the Frescobaldi 
and instructed the said merchants pay the 
Duke, one large lump sum, the maintenance 
that had been promised for his generous but 
unlucky services. Amongst the officials, will 
sufficient mention the heads the War- 
derobe and the Exchequer John Drock- 
enesford and John Sandale, who presumably 
paid their debts means favours rather 
than what was then called pecunia nume- 
rata». Amongst the crowd minor feudal 
vassals are found the best names every 
country such York, Hereford, 
kingham, Essex and Warwick who gave the 
income from their possessions security for 
the loans they contracted. Finally, turning 
the clergy, the Cistercian Friar Roger 
gaged property the County Oxford 
exchange for loan 1150 marks. 

The small loans which the Italian merchants 
had probably granted begin with had caused 
them included indiscriminately the 
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and synonymous with usurers. 
But the large Companies left usury the Jews, 
before they were driven out masse 1299, 
and afterwards the local usurers. was not 
worth while, for case involving matter 
few pounds, appeal the courts, which 
were anything but impartial, and was im- 
prudent arouse the anger the populace, 
who already attributed the poverty the coun- 
try the profits the Companies. 


VI. Other even more revealing side-lights 
can gained from description the security 
and the favours requested and obtained 
exchange for advances. The guarantees natural- 
consisted the allocation the yield from 
the taxes the Kingdom, and especially from 
the Customs; therefore equally natural that 
these allocations gradually increased, reaching 
their peak during times when the country was 
most deeply engaged wars. 

After the Riccardi had been granted the 
yield from the Customs many ports, the 
Frescobaldi, during the crucial phase the 
campaign Scotland, aimed obtaining the 
monopoly all ports, and would have suc- 
ceeded their aim they had not found 
themselves against rights which had already 
been acquired other Gascon lenders. How- 
ever, and this symptomatic even 
some limits had accepted, this does not 
away with the fact that the beginning 
order had been issued the receivers all 
ports hand over all monies the Florentine 
Company; Ireland, this Company succeeded 
obtaining possession one the two keys 
the coffer where the Customs seal was kept and 
later, the early years Edward reign, 
obtained the right appointing its officials 
controllers and receivers the collectors 
with the salary appertaining the post, while 
did not have answer the too vigilant 
«Exchequer but only the more easygoing 
was exonerated, from paying the difference 
between the new and the ancient customs and, 
with retroactive effect from 1303, the same dif- 
ference was reimbursed the Company. 

situation identical that the Fresco- 
baldi arose 1329 favor the Bardi and the 
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Peruzzi during the preparation for the war 
France, but whereas 1309 the King had acted 
his own initiative, the contract, drawn 
the Sovereign, was this time ratified from 
year year the Councillors and Parliament. 
Finally, the two Florentine firms, which 
not inconsiderable number dioceses had been 
allotted the clergy’s tithes and many aids 
and well the yield from the 
fifteenths, sixsteenths, eighteenths, 
and on, was given the collecting office 
the Cornish and Devonshire mint from 1332 
onwards. 

1299, moreover, the Frescobaldi obtained 
the custody and contract for the Devons- 
hire silver mines, and the taxcollecting office 
the counties Ponthieu and Montreuil, 
situated France between the Artois and the 
Duchy Normandy, which were under English 
control. 1300 they received the custody and 
the government pleasure or, other 
words, for long they wanted the 
1301 those London and Canterbury; duties 
which, addition the changing money, 
entailed coining also, with the relative percen- 
tage rights money-changers 
while 1307 they were given the tax-collecting 
office the Duchy Aquitaine and the 
Agenois. But that not all: the managers 
the Companies, paying the nominal annual 
charge penny recognition the King’s 
property, were allowed the exploitation the 
manors, with all feudal rights, including that 
administering justice and with the exception 
only the rights inheritance, and they 
enjoyed the prebends churches which 
there were royal rights. Partners and factors 
were able, they wished, occupy all 
public posts, from those provost, alderman, 
excheator, coroner, sheriff that mayor, and 
the same time had the right refuse them, 
when offered, and leave them, accepted, 
when they did not find them their advantage; 
they were also exempted from the payment 
tallages, aids, wakes and other feudal rights 
due the King, well the taxes establish- 
ed, royal concession, the towns. Finally, 
sentences for contraventions pronounced against 
them the courts were often re-considered 
the King, who granted pardon. The examples 
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pardon which are record, even the 
case repetition offence and relation 
contraband trade gold coinage and the 
importation false coins, show that Sovereign’s 
indulgence was not restricted minor offences. 
Sometimes, moreover, the offenders not only 
went scot free but were given the posts their 
accusers and judges, happened the case 
the Frescobaldi who, proved the head the 
only four days after they had confessed, given 
the task purchasing the counterfeit pol- 
collecting them for re-smelting the Dublin 
Exchange, which, will remembered, 
they were the directors. 

Once the Italian merchants had established 
themselves the life the country, the income 
which was entirely their hands, was 
not surprising that Edward III should entrust 
the fate the two first campaigns France, 
from 1338 1340, the Bardi and the Pe- 
ruzzi. These, after contributing the expenses 
connected with the preparatory alliances, were 
instructed pay out the salaries the King’s 
officials England and provide for the army 
the continent, selling veritable mountains 
wool Flanders, 25,000 bags, granted 
the King Parliament, 10,000 belonging 
them and whatever others they had been able 
collect from the monasteries with which they 
were excellent business terms. 


VII. And now that have spoken 
the privileges, let note the reactions which 
they gave rise. Antagonism between the Italian 
merchants and the local Merchant Guilds had 
arisen almost where they entered the kingdom. 
true that first those Guilds had hoped 
benefit from the foreigners, whom they 
would have sold the raw materials, purchasing 
from them wholesale the imported manufactur- 
goods. But soon the King began 
make exceptions the strict guild regulations 
and controls favour the foreigners, they 
realised that these outsiders would, the long 
run, deprive them their monopoly the 
home market, and would deal direct with the 
English producers and consumers. 

Perhaps the Craft Guilds, always odds 
with those the Merchants, may have con- 


tinued show some partiality for the foreigners, 
but although the artisans were gradually com- 
ing the fore, matter fact, the mer- 
chants administered the towns, and defended 
their interests energetically against the King. 

The grant the Carta mercatoria widened 
the rift and the rupture became complete when 
the Sovereign exempted the Italians, now his 
chief bankers, from the payment the 
ference between the new customs 
former ones, This meant that neither the local 
merchants, nor those any other nationality, 
had any chance competing with the Floren- 
tine group. 

Moreover, though add injury insult, 
the English merchants, administrators the 
towns found themselves compelled apply 
their Italian rivals for the loans needed the 
town communities. This was the case 
London, when that City wanted redeem its 
liberties from the intolerable exactions the 
King. These facts explain the attitude the 
whole population, down the lowest ranks, 
who 1326 gave the assault the warehouses 
the Bardi and the Peruzzi, which they 
wrecked and burnt down, and they would have 
vented their rage the owners too, had not 
the Sovereign hastened protect his partners 
taking them under his own roof. 

The general irritation gave rise many 
episodes, which involved the foremost personal- 
ities English economic life, financial groups 
importance, the Church itself. Thus for ins- 
tance, when 1329 Edward III entrusted the 
Florentines with the task financing the ex- 
penses the Royal Household, this lucrative 
work was taken from the Pole family, also 
merchants and bankers, and so_ influential 
Court that the head their business Wil- 
liam Hull, was granted patent nobility 
and appointed «Chief Baron the 
first the Poles were unable 
react, but have evidence their fe- 
elings and the following incident allows 
guess the underhand struggle they were 
engaged for years. 1340, when the 
Italians who had then already fallen into dis- 
favor, endeavoured withdraw balance still 
due them the customs’ receipts, the Poles, 
who had cash charter 100,000 pounds 
sterling for advances made between 1338 and 
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1339, hired bravos assault them and even 
went far attack the Sergeants Arms 
whom the King had given escort the 
Italians. And here another instance. When 
Edward granted the monopoly the revenue 
from the customs’ his chief purveyors the 
funds for his war with Scotland, group 
Gascon creditors who formed almost trust 
whom the Sovereign owed money, entered 
vigorous protest and insisted the recognit- 
ion, least part, their rights, using clear 
not explicitly formulated threat. Had they, 
citizens French soil the area then 
dispute between the two Sovereigns, passed 
over measure reprisal, the side the 
English King’s adversary, the already preca- 
rious balance power between the two sides 
would have been broken. 

Yet more powerful than the Pole family 
than the merchants Gascony was the Arch- 
bishop Canterbury, and this assured him 
more rapid victory the struggle which the 
the London Exchange the 
Frescobaldi gave rise. not more than year 
after August 1307, this high prelate was again 
authorised make use the three curreos, 
the dies with which three officials his ser- 
vice had, with the permission Henry III, 
coins, and also obtained permission 
toclaim from the Florentine Company damages 
for the loss had suffered the meantime. 
Ihave said that the Archbishop was powerful, 
and may add that had the support 
Monasteries, Abbeys and the prelates high 
and low degree, who, know, had 
pay over the Italian merchants the tithes due 
the Crown and the Papal See. 

far have dealt with injury done 
material economic interests. But the represen- 
the Italian Companies were disliked 
for other reasons also. those who have 
mind the notions the 
State born the French Revolution, may 
exaggerated speak that date 
dignity. cannot denied, however 
that already the 13th and 14th centuries 
feeling was arising the great States 
being formed, and was this feeling 
which gathered the subjects round their King 
they recognised moderator the 
between classes, and the exponent and 
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guide the country matters foreign 
policy. This cannot denied when remem- 
ber how the people France and England 
sided unanimously with the Crown against the 
papal claim interfere State policy, when 
France with the Bulls Clericos laicos, Ausculta 
and Unam Sanctam threatened the 
Sovereign, and when both France and En- 
gland wished prevent, the superior 
interests the Crusade, the outbreak war 
that both sides deemed necessary. both Par- 
liaments, the clergy themselves rose against 
Boniface VIII, who erroneously thought 
could still use Philip and Edward, Kings 
elected their peoples, the language that 
Gregory VII had used Henry IV, appointed 
Emperor the Pontiff. Henry had 
Canossa, Pope Caetani paid for his error 
the blow received Anagni. 

Now, can note undoubted signs 
national feeling their relations with the 
highest religious authority 
religious age, how could supposed that 
keen mortification would not felt, leading 
acts rebellion, against group foreign 
capitalists who were growing rich (at least 
was thought) the expense the country 
which they were guests and where they behaved 
masters, bending even the King accept 
their wishes, forcing him make exceptions 
equality with his native subjects, and even gran- 
ting them privileged positions? 

Undoubtedly the coinage money the 
expression sovereignty, and for this reason 
the Kings the great States claimed for 
themselves, while elsewhere was sought for 
princes and cities the symbol their 
autonomy and source profit. Under 
these circumstances, was impossible that in- 
dignation should not felt with strangers who 
were appointed the Exchange» disputed 
country like Scotland, and even London, 
the very capital the Kingdom, and granted 
the mines from which the scanty supplies 
coinable metal were obtained. How not rebel 
when Englishmen were required yield 
obedience Florentine merchants acting 
State officials, the feudal lords castles, 
the heads counties? Such state affairs 
could not but have echo the parliaments 
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and the Lords Ordainers from the moment 
when they were appointed supervise the 
constitutional behaviour the Crown could 
not fail find all this matter strengthen 
them their action and encourage them 
assert themselves the champions the 
dignity the nation. 


step, many-sided situation have now reached 
the point when must deal with the crises that 
befell the Italian Companies. shall point 
the aspects that conferred each these crises 
physiognomy its own, and finally shall 
try show the causes common them all. 

The bankruptcy the Riccardi, connected 
with events both France and England, was 
above all the consequence their relations 
with the Apostolic Chamber and the require- 
ments the policy then followed the 
Church. The Riccardi, making him 
payment, had parried the blow dealt them 
Philip the Fair, who 1291 had had all the 
Lombard merchants arrested and had confisc- 
ated their property. Indeed, would seem that 
that same year they had complied with the 
order given Nicholas pay King Edward 
(who was making preparations for the Crusade 
planned for 1293) 35,570 the 100,000 sterling 
marks collected from the companies the 
merchants who held moneys the Holy 
Land But they were unable withstand the 
staggering blows delivered little later on, and 
almost simultaneously, the King France, 
the King England, and the Pope the tur- 
bulent three 1294-96, during which one 
part Europe saw the first steps for the war 
for the possession Gascony, and the other one 
was troubled the disputes over Sicily after 
the rising the Vespers. 1294, Philip IV, 
the Riccardi favor Edward impris- 
oned their agents France and closed their 
warehouses. This example was followed im- 
mediately Edward, who had already con- 
fiscated the wool belonging the Italian 
merchants and who was now sure that could 
not obtain from the Riccardi the help for which 
was negotiating which had hoped 
obtain. His action was due solely his disap- 
pointment, for, have seen, August 
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1294, when the Riccardi accounted the Ex- 
chequer was found that they, instead 
being debt, held considerable credits. 
1295, Boniface VIII who had promised James 
return for his mediation between 
the Aragonese and the Anjouins, compelled the 
Riccardi pay 40,000 the 300,000 florins 
demanded all the depositaries the tithes. 
The Riccardi were financial difficulties and 
they obtained delay, but was short 
duration, for the next year, when popular 
rising subverted the policies Pope 
actually claimed them bill (carta) 
80,000 florins paid bimonthly instal- 
ments 20,000 florins each. And this time 
would not listen reason. The great 
priest, who such nature that impos- 
sible speak him unless one agrees with 
these same merchants imprisoned the agents 
the Company residing Rome, sequestrated 
their properties and closed down their shops. 
The final ruin the Company occurred the 
middle 1300, and the proceedings connected 
with the bankruptcy dragged during the 
whole the first ten years the cen- 
tury. Meantime, Edward had begun since 
1297 collecting the little that the cessantes 
fugitivi had left behind them the Kingdom. 
The last crumbs, any remained, were claimed 
1307 Clement who wrote London 
«to sequester the properties the Riccardi 
existing England and collect any credits due 
them 

The Frescobaldi, whose misfortunes arose 
from lot circumstances, were however 
affected more especially the struggles that 
arose about the English constitutional charter. 
During the last days the King’s life they had 
noted preliminary symptoms the coming 
storm, when they submitted 1307 Edward 
who had taken them the place the 
Riccardi, claim for damages amounting 
over 30,000, arising: from losses suffered 
through the diversion capital from their 
ness order make loans the King; from 
the sudden withdrawal moneys 
stricken depositors, alarmed the loan they 
had guaranted and which had been issued 
Flanders and Florence finance 
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military campaigns; from interest payments 
made other merchants whom they had 
applied for money lend from 
business transactions Ireland where prices 
were high and risks great, and forth and 

The accounts the Company had 
audited, and cannot say whether owing 
defective administration secret instructions 
given the two commissions appointed 
auditors, the work had yet been finished 
1310. Meantime, the royal debt had been swol- 
len other loans, and official documents 
speak future disbursements favor the 
King was now (when Edward, rather than 


recognise his indebtedness, had made the enor- 


mous concessions the Frescobaldi above 
to) that unexpected political event 
occurred, the revolt the Barons, who deter- 
mined take once more hand the govern- 
ment the State, and above all control 
the finances. And was necessary for this 
purpose cut the King off from his contacts 
with the Italian merchants, the Lords Ordain- 
ers thought the most effective way 
would deprive them all interference 
the handling public funds and arrange 
that all State revenues should brought under 
the sole management the Exchequer 
which would provide also for the expenses 
the Royal Household. All these measures 
contained the Fourth Ordinance, amounted 
toa death sentence for the Florentine Com- 
pany. The execution this sentence con- 
vides for the distraint their property and 
for the arrest, until such time full ac- 
count should rendered, all the foreigners 
who, since the death Edward had received 
Royal dues. this occasion was not the 
merchants who claimed their due before 
Court formed Royal favorites; was the 
Barons who sued the merchants before severe 
and certainly not impartial judges. Edward did 
what could for his bankers. first saved 
from actual arrest simulated one. 
the pretext keeping them under his own 
and facilitating the making the 
had them and their belongins sent 
the Tower. Then when, January 15, 
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got temporarily the upper hand his 
rivals, confirmed all the privileges until then 
enjoyed the Frescobaldi Ordinance 
issued with unprecedented solemnity. The chal- 
lenge the Barons was too daring not 
taken up. But before they could succeed 
enforcing their Ordinances full, the agents 
the Companies, their managers and 
had realised the situation and acted accordingly. 
That say they left clandestinely, taking 
with them, forwarding through others, all 
their movable values, the «dear things» which 
read one their records. The Lords 
Ordainers, though humiliated having let their 
booty escape them, were under the mistaken 
impression that they had up-rooted the noxious 
plant the foreins and less mistaken 
the rejoicing the Londoners all classes 
who believed that the long struggle against 
the proud Italian usurers who were them 
out house and home was end. 

The fact that the times were not yet ripe; 
both sides, the Crown and the Italian Com- 
panies, had yet make further experience 
which was pivot round the names two 
other Florentine Companies, the last the 
great Italian companies England. 

The failure the two colossi, the Bardi 
and the Peruzzi, whom Villani 
columns Christendom differs again from 
that the Riccardi and the Frescobaldi. This 
time the tragedy had for background the 
greatest political and military event the cen- 
tury, one laden with consequences that far ex- 
ceeded that the fate two mercantile and 
banking companies. 

The Bardi and the Peruzzi, too, who had 
been playing for high stakes ever since the 
early years Edward III reign, felt given 
moment the approach catastrophe, and 
were thinking not retiring, least 
reducing their business, and playing their 
commercial rather than their banking cards. 
During 1334 and 1335 they lay low, and the 
documents the Record Office their names 
are only entered for small financial transactions 
with the King. Perhaps they had been retros- 
pectively alarmed the figures for the cost 
the war Scotland, closed the end 1233 
Edward’s victory Hallisdown Hill. Per- 
haps when 1332 Florence joined the Lombard 
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League, they thought the war Italy would 
have required, did, very large sums and 
that would imprudent risk all for all 
abroad. But even before the middle 1336 
they had reopened their strong-boxes and placed 
their resources for unlimited amounts the 
disposal the King. 

Forthcoming events were casting 
shadow before them. The importance the 
stakes could not but prove irresistible at- 
traction men who, though familiar with 
prudent calculations, yet preferred daring 
caution. The resolute conduct Sovereign 
who, though did not hesitate strike 
obstructors those his Ministers who showed 
lack zeal, showed complete trust 
Florentine friends could not but lead 
the close union wills and enthusiasms 
between the warrior and the merchant. Both 
sides were convinced victory, which meant 
power for one and wealth for the other. And 
even when the Bardi and the Peruzzi proved 
unequal the task, Edward, sure their 
loyalty, did not hesitate blame the inertia 
the country and the traiterous behavior 
the Archbishop Canterbury himself, for his 
failure. The fate the Company was deter- 
mined during the first campaign and brought 
conclusion the second. 1340 the two 
giants fell. But they were not the laughingstock 
swindler, all historians have asserted, 
repeating the accusation brought against the 
King Giovanni Villani, Their companion 
misfortune was King who had witnessed 
the failure his political dream accompanied 
the actual insolvency his Kingdom. The 
vicissitudes the Bardi and the Peruzzi after 
the disaster also differ from those the Ric- 
cardi and the Frescobaldi. This time 
Ordinance the Lords Ordainers provided for 
their imprisonment; there was clandestine 
flight. This time there was demand that 
the merchants prosecuted, for was known 
that they had been defeated along with the 
King undertaking that had been pursued 
with like zeal and like misfortune both. 
Certainly the country was not bled white 
repay them their losses; and easy under- 
stand that when the time came for the final 
accounting every effort was made reduce 
the King’s indebtedness minimum. But 
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the fact remains that when Edward August 
1339, took them under his protection and 
solemnly promised «set them again 
pledging the Crown his own name and 
that his successor, obtained the consent 
the prelates and nobles the privy council, 
who placed their signatures the side his 
the solemn engagement. 

The Peruzzi however were discouraged, and 
seem have left the Kingdom last. Not 
the Bardi, who reorganised the Company, and 
while scraping together the credits due them 
from private persons, continued for nearly fifty 
years business limited scale with the 
Kings, the now decrepit Edward, and Richard 
the II. But anyhow they had adopted prudent 
methods strikingly contrast with their former 
enthusiasms; thus they obtained for each ad- 
vance they made «charter» for higher sum, 
together with pledge valuables, longer 
trusting the promise interest payments 
and gifts. thus reach 1391, when mem- 
ber the Company, who arrived from Florence 
with power attorney, delivered the 
Master the «Exchequer» the bill exchange 
given Edward for the amount which 
his officers had fixed the debt, and the name 
the Company declared that had been 
discharged. doing released the signers 
the document August 1339, from all 
responsibility incurred before God the oath 
with which they had gone security for the 
honour their King. 


IX. must now gather the threads 
our narrative events and situations. 
what means our Companies carried 
business England? First all must 
dismiss myth the sacks gold which are 
supposed have been transferred from the 
strong-boxes the bankers Lucca and 
Florence the tills the English State. 
must renounce the pageantry convoys 
mules with saddle-bags full florins, travelling 
from Florence the Channel and there deliver- 
ing the ships their precious load. thes 
fables must prefer the chronicles the 
period, freed course from their 
such as, for instance, those Matthew Paris 
who speaks men arriving with quill 
behind their ear, and quire paper their 
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hands, shear the wool from the backs 
the native sheep». The simile, repeat, 
overdrawn, but anyhow the writer drew hand- 
some portrait our merchants who built 
their fortunes their superior business skill 
and their qualities tenacity and acumen. 
While those historians who depicted them 
one and the same time rash adventurers seeking 
wealth, and the credulous friends King 
whose bad faith they fell victimes, fail 
remember that business generosity amounts 
insipiency. 

The truth that those business men had 
with some capital their own, only 
that the credits they went collect; and late 
they could avail themselves the yield 
from imports into England, the rents the 
manors they held fee, the salaries they 
received officials, the prebends churches, 
etc, But all this was but little compared the 
figures have mentioned and the underta- 
kings spoken of. They did their business 
above all manipulating the money belonging 
others: the deposits the tithes for the Holy 
Land, the customs’ revenues, and those from 
the English taxes general. 

The opportunities for profit were immense. 
Firstly, the receiving sums one currency 
which could returned the equivalent 
amount another, gave the opportunity for 
profit the exchange, and was 
not without good reason that disputes arose 
this matter. There are also many discussions 
read letter from the Bonsignori 
when rendering account the Cardinals and the 
Supervisor tithes between and them 
about the exchange currencies But above 
all, the possibility using the moneys the 
Apostolic Chamber from the day which they 
were deposited till that which they had 
paid over, meant the possibility making 
advances the King and purchasing stocks 
wool competition with others who could 
not dispose such resources. the same 
time, they could count the large sums 
them from the customs’ they were 
able meet the requests the Pope, should 
papal funds, the date demand, 
employed. Moreover, may sup- 
that was the interest the Church 
that the deposits should not lie idle 
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time when money was scarce and therefore 
very dear. bear mind that clause 
the deposit contract provided for compensation 
should the payment not made maturity 
(or demand case not time deposits) 
and that the bankers almost always delayed 
the payment may suppose that the Apostolic 
Chamber allowed its operate 
their own account with the money the 
tithes, and found way sharing the 
interest earned the money without openly 
breaking the rules usury itself 
prescribed. 

have said, the opportunities for profit 
were immense. But were the risks. 
assure success the deposits should have been 
made for long periods, and the customs’ duties 
should have been collected regular intervals. 
the agents Rome made large, immediate 
and unexpected withdrawal, there were 
some delay collecting the customs’ duties, 
difficulties would arise. Moreover, should 
large withdrawal the Pope coincide with 
application for loan the King, the strong- 
boxes would emptied and yet more anxious 
situation would arise. And the Pope should 
ask not only for what was due him but also 
for advance guaranteed the future receipts 
the Church, real disaster might ensue. 

face these possibilities, the first thing 
the merchants did was marieuver long 
possible the funds they held the several 
market centres where they had opened for this 
purpose and continued open branch offices. 
Thus, for instance, the branch London 
happened short cash, they would ask 
the branches Paris, Bruges, Florence, etc., 
the case might be, either make the payment 
their behalf, remit the necessary money 
them. Then, case one the Companies 
should unable, even after availing itself 
its resources thus disseminated, meet ex- 
ceptional demands, would apply others for 
loan which would, course, pay in- 
terest, turning first other companies the 
same city, and then those other cities. 
Sometime might meet with refusal, due 
more especially the economic rivalry between 
two Republics, as, for instance, between Siena 
and Florence. But generally the companies 
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were cooperative, perhaps through fear repri- 

sals, since might well that one them 
were fail foreign country, claim for 
recovery might made not only against the 
property the compatriots the bankrupt 
firm, but also against that all the Lom- 
bards Moreover, should not forget the 
title they all held common campsores 
Domini and the coercive powers that 
such title conferred the Popes, powers they 
could exercise each and all the Companies 
their service, and which they did not 
hesitate avail themselves, issuing peremptory 
orders when their interests were stake. 
Anyhow evident that all these devices, 
themselves far from easy, might prevented 
political and military events such arrests, 
sequestrations and wars, all which 
have referred above. 

trust the reader will not come the 
conclusion that the reflections have been 
making are derived from recent experiences (so 
similar many respects those the period 
are studying that needs great effort 
the imagination draw comparison 
between them) and from interpretations sug- 
gested modern economic and technical ap- 
proaches. All have done make use 
the wiews expressed the merchants them- 
selves. have already referred the lack 
discernment those historians who would 
have believe that extremely shrewd men were 
artless innocents. They would support this 
opinion pointing out that the heads the 
Companies that failed, always ascribed their 
misfortunes causes other than the real ones. 
true that cannot read without smile 
passage from letter addressed the Ric- 
cardi London branch their partners Lucca 
whom they blamed for abandoning them 
their fate: «had you desired the status and 
the death are die would have 
been safe and you with also with 
the oath taken his death-bed Tommaso 
Peruzzi who swore that the London branch 
the Company, accused the Florentine 
one having ruined them all its selfish 
behavior, was free all guilt. But those 
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cases and under those circumstances those men 
let passion speak rather than reason. 

opinion, judging whether those 
merchants were shrewd not, should 
grasp their way thinking during the period 
struggle, when, faced adversity, they 
moned all their energies meet it. 
shall then unable deny that they diagnosed 
the situation like skillful physicians provided 
with the necessary drugs, which they used 
the right doses. And when they noted the 
gravity the disease from which the patient 
longer had the strength rally, they inferred 
that the result would fatal, yet they remained 
the patient’s bedside and tried all possible 
remedies. 

few examples will illustrate statement. 
When the battle Montaperti was impending, 
Siena was engaged supreme effort that 
called not only for daring soldiers but also for 
financial means. How were they found? 
Here letter dated July 15, 1260, addressed 
the managers the Vincenti Company 
their factor, Giacomo Guido Cacciaconti, 
France: 


noi abiamo venduti provesini vendiamo: ché sapi, 
Jachomo, che noi semo grande dispesa grande 
facenda, chagione guera che noi avemo chon 
Fiorenza. sapi che noi pur chonviene avere de’ 
denari per dispendare per fare guera; onde noi 
vedemo che noi potemo avere denari neuna 
parte che sia meglio per noi, che vendare provesini. 
giuso, non buono per noi: ché sapi ch’e’ denari 
sono valuti, uno merchatante altro, cinque 
sei libra, altri che siano merchatanti sono valuti 
diece dodici chorsa, ancho sono chello 
istato: vedi che avemo noi chagiuso. 
Percid spiacia, perché noi vendiamo provesini, 
ché noi amamo meglio stare devito Francia, 
che noi non amamo starene chagiuso devito, 
vendare isterlino: inpercid che vale troppo 
per noi, avendoli noi chello costo provesini che 
chagiuso: percid che noi traemo 
che noi faremo Francia; tolare 
presta ogi chagiuso, sarebe chosto che noi 
daremo che sarebe pro che noi n’avesimo 
Francia. Percid piacia cid che noi faemo, 
maravigliare neente. Jachomo, che nel 
dagniare ogi, noi faremo bene sichome avaresti de’ 
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achontio che volessi, del guadagnio che facese 
nel paese avaremo bene parte nostra: cid ista’ 
arditamente (2). 


way such case determining the optimum 
solution complex financial situation through 
choice between three money markets. And 
think, there better evidence about the 
proper use the arbitrage our medieval 
merchants, 

When Philip the Fair had the agents the 
Riccardi Company arrested 1294, what wor- 
ried them was not the loss liberty and the 
sequestration their property they and 
other Italian merchants had already experienced 
such penalties 1291. Had things stood 
they did then would have been great 
matter. All they need have done would have 
been pay the ransom, for that occasion 
the French King had seized pretext 
means for drawing the foreign merchants 
for the money which was urgently 
need. But, this time, the measure was taken 
against the Riccardi only, and the purpose was 
prevent them from financing the English 
King, whether directly indirectly. The 
trouble was they wrote from Lucca 
London, all correspondence being interrupted 
between Paris and London that have 
been solemnly forbidden under pain life 
honor not pay any money any 
place any man England». Otherwise 
the cycle our operations and the 
equilibrium our business having been upset, 
you, our London fellow workers, have been 
cut off, and will only able count henceforth 
your own resources for meeting your li- 
These means were course insuf- 
ficient, and Edward was able give the 
following explanation the persecutions with 
which followed those inflicted Philip 
the Fair: mercatores Ricardorum 
tanta pecunie summa tenentur, quod eorum 
solutionem debiti regis non suf- 


(2) Letter from Siena states that large sums money are 
for the war with Florence, said that not 
borrow Siena because there money scanty 
and therefore dear, The letter adds that given the market si- 
London and Paris, scen from Siena, consi- 
better hold the sterling and operate the provesini. 
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was obvious that the disaster would not 
affect the two branchs the Company only, 
but would strike whole, including the 
central house Florence. could not but 
foreseen that when once the news the 
attachment Edward and the seizure the 
King France spread, rush the banks 
panic-stricken depositors withdraw their 
deposits, would aggravate the situation. How 
not foresee that under such circumstances 
would not possible obtain the credit which, 
other occasions, had enabled them adjust 
difficult but not desperate situations? The 
managers the Company did not deceive 
themselves, and year later they expressed 
themselves follows another letter, also 
written from Lucca reply the despairing 
appeals addressed them their overseas col- 
leagues: result these two adversities, 
all those whom owed something rushed 
demanding repayment, and were 
unable collect from those who owed 
money; and are such serious 
plight that the fairs Champagne, where 
and all the other merchants got the highest 
profits, and where enjoyed confidence and 
should have been able borrow one two 
hundred thousand tornesi more, are now 
reduced that needed one hundred 
pounds tornesi should not able find 
them; and Lucca should not able 
change hundred pounds tornesi». This 
shows that the organisation the Company 
was such that loss suffered one branch 
reacted the others all over Europe. 

the reader will here remember the 
demands made the Company Boniface 
VIII, who called for tens thousands 
florins the very time when was reduced 
such straits, will live over again the drama 
those days, and not only will feel for the 
distress the actors the tragedy but will 
fully appreciate their situation. And will 
understand that men thus battered misfor- 
tune might well lose their composure and forget 
what they formerly realised clearly, and ac- 
cuse their colleagues, charging their ruin 
lack 

could quote from documents like 
character the case the Florentine Com- 
panics the Bardi and the Peruzzi, did not 
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fear lengthen unduly this already lengthy 
article. 

closing this paragraph which have 
endeavoured show features common all 
the Italian Companies, led the following 
conclusions 

The Companies were engaged buying 
and exporting wool, business such impor- 
tance that induced them remain England 
the cost facing dangers which experience 
showed were deadly. judging its impor- 
tance must remember Florence, whose mer- 
cantile Companies occupied, and mere 
chance, foremost place England. The 
economic fortunes Florence had been based 
until the middle the 13th century the 
guild Calimala, which purchased unfinished 
cloths the fairs Champagne bring back 
and sell there finished products; their business 
turnover was such that they had their com- 
mand capital amounts which enabled them 
influence also the financial situation that 
international market. 

When, the middle the 13th century, 
the fairs were longer held, the Wool Guild 
became the pivot Florentine economic 
activities. Sombart may laugh likes the 
figures that Villani gives for the output 
fabrics Florence, and claim that the fleeces 
imported from England would not have sufficed 
make even one third those mentioned 
the Chronicler. Let remember however the 
10,000 sacks owned the Bardi and the 
Peruzzi, that they pledged themselves sell 
Flanders victual Edward army, and 
shall know for certain that not only did the 
Companies cover amply the needs the work- 
shops their own town, but that they dealt 
wool other markets, both Italian and 
foreign. 

assuring the regular supply wool 
Florence, and increasing its quantity they 
were supporting and extending the output 
essential staple. Had the supply been uncer- 
tain, reduced, still worse cut short, would 
have given rise serious social disturbances, 
due the unemployment very large body 
workers whom the unskilled were par- 
ticularly turbulent (we need only remember the 
and the skilled could not change over 
other activities. the other hand, the native 
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wool was not only poor quality but was 
scanty, for the soil Italy was cultivated 
produce oil and wine, and above all cereals, 
which even were not sufficient for the strict 
domestic needs. Moreover, political situations 
and the high cost transports made difficult 
obtain wool from such other markets those 
Africa and Spain. And even had been 
possible, the question quality, essential 
the case goods made for export, would still 
have remained unsatisfied, for the English 
fleeces gave wool superior length staple 
and softness the merino wools 

carrying the business which they 
were engaged, which was both commercial and 
industrial, the Companies were induced 
undertake banking activities, and circumstances 
kept enlarging their work this direction 
and making ever more risky. 

When the Companies were once involved 
these financial transactions they had meet 
their needs recourse clearings between 
one branch and another, between one 
country and another. These were devised 
work well under normal conditions, but 
became extremely fragile when conditions were 
disturbed. 

The situation those Companies, now 
chiefly engaged banking, was longer 
liquid enough meet needs arising from 
unforeseen events. When compared the vast 
extent their business, based deposits and 
any case credit, the capital belonging 
the Companies was negligeable, and the private 
means the members, who were jointly and 
unlimitedly liable, amounted little. These 
private means consisted almost entirely 
buildings and land, and could not rapidly 
realised; moreover they depreciated value 
when brought bulk the market. 


The middle the 14th century 
witnessed the end the ascendency the 
Italian Companies England. the 
dramatic grandure the epilogue seems sud- 
denly submerge all endless silence. But, 
matter fact, the Italian merchants did 
not withdraw entirely from England (as 
clearly shown the settlement the old credit 
held Edward III arranged composit- 
ion between King Richard and the reorganised 


Company the Bardi). There was only 
marked reduction the volume business, 
consequent the changed situation both 
this and that side the Channel. 

The domestic industry England (which 
had been started the path which was lead 
its great economic development thanks the 
intervention the Italians), was now constantly 
reducing its wool exports, while the growth 
national capital enabled provide more and 
more its own means for meeting its own 
problems. the same time, the status 
foreigners, whose help became less 
necessary, was gradually changing, and becom- 
ing once more normal; that say that the 
foreigner was gradually losing the preeminence 
had enjoyed and occupying position 
inferiority the native inhabitants. 

Turning Italy, need only attention 
the situation arising Florence. Just then 
she had got the better all her rivals, and 
was moving towards the involution her 
republican regime, forsaking 
which, amidst internal strike and struggle, had 
been the premise and the leaven her daring 
initiatives. The governing class longer had 
the strength carry the weight policy 
that, directed was towards expansion, could 
only have completed its cycle the establish- 
ment regional State. until then the 
the oligarchy had made large ad- 
vances the loans that all the citizens were 
called subscribe, but which all could not 
pay down, now the reverses they had suffered 
made impossible for them repeat such 
burdensome operations. was not possible 
from the middle class 
whose concerns had been involved the bank- 
the big companies, and meantime 
the discontent the small people the 
minuti was steadly growing and foreshad- 
owed the approaching risings 1378, which 
aimed not much claiming economic rights 
but rather altering the constitutional structure 
the republic and the bases all its internal 
and external policies. 

Under these circumstances, nothing was left 
but appeal foreign Lords. attempt 
was made with Walter Brienne, thus repeat- 
ing the experiment made with Charles Ca- 
another occasion when the Republic 
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was difficulties. But vain the 
included the price which they were willing 
sell the freedom the Republic personal 
pledge the Angevin ruler exonerate for 
three years the embarrassed companies from 
making any payments, and spare them all 
annoyances from creditors. Almost the same 
time, fact, the Prince more solicitous his 
own interests than those his supporters 
offset the privilege granted them suspending 
the payment their debts others, suspend- 
ing the collection their credits from the Com- 
mune. This meant that the Companies were 
receive the repayment those advances 
they had made, mentioned above, for the 
wars Lombardy and Lucca, amounting 
over 450,000 gold florins. 

The fact that the official announcement 
the bankruptcy the Peruzzi was only made 
after the rule the Duke Athens came 
end, certainly not without significance. 
should also noted that soon the tyrant 
had been driven out, the Bardi attempted, along 
with the small group capitalists loyal them, 
seize power over the city. And still more 
symptomatic the fact that during the struggle 
that started September 1343 and ended with 
the destruction twenty-two houses belonging 
the Bardi, the signal for the attack those 
the Medici. 

have said, few Italians are met with 
England the second half the XIVth 
century, and they were engaged only small 
business transactions, They were sort con- 
necting link between the giants the first half 
the century and the Medici, who took root 
the Kingdom about the middle the 15th 
century. The Medici too were spread all over 
Europe with their vast and grandiose organis- 
ation which have sketched outline 
another article published this Review, though 
they were far from attaining England the 
position that had been held the Riccardi, the 
Frescobaldi, the Bardi and the Peruzzi, both 
merchants and bankers. has been supposed 
that the smaller volume trade, accompanied 
the reduced scale the credits granted 
the Crown, depended the fact that wool 
Italy had lost much its importance with the 
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rise the fustian and silk manufacturing. 
matter fact, the course events followed 
other lines. was not depression the wool 
manufacturing that led decline the 
demand for English fleeces; was the impos- 
sibility securing the former supplies that 
commodity that reacted the injury the 
wool trade. But any case, the reduction was 
not much one quantity quality. 
silk cloths gradually replaced woollen ones with 
the richer customers international markets, 
the Wool Guild began make other goods 
than those formerly produced, goods for which 
there was demand among people belonging 
classes other than those the prelates and 
the princes. The demand for these new cloths 
was indeed keen that left margin avail- 
able for fustians also. only few the 
former woollen looms were assigned old 
types cloth, their number being restricted 
that for which the high quality raw material 
could still The other looms were 
used for weaving the new kinds cloths, and 
were gradually moved from the city the 


they did not call for highly skilled 
workers and labor the country cost less, 
Indeed, was just those years, when the 
Medici were importing from England the 
quantity wool available for aristocratic 
products, that within the walls Florence the 
workshops were being dismantelled and their 
equipment transferred Prato. 

But the time came when the Medici too, 
who had copied the business organisation the 
former Companies, including the 
between their branches operating 
countries, could longer avoid the inevitable 
losses when circumstances Jess fatal than the 
former ones again arose. The struggle between 
Edward IV, Louis and Charles the Bold was 
for them decisive that between Philip 
and Edward III had been for the Bardi and 
the Peruzzi. When, 1478, the Medici closed 
their branch London, another page the 
history the ups and downs the Italian 
merchants London came end, and 
this time the word finis was written the 
bottom the page. 
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Recent disturbances international econo- 
mic relations have once more focussed attention 
the analysis the effects changes 
exchange rates the balance international 
payments. The method analysing them 
constructing functions demand and supply 
foreign exchange terms its price seems 
have been generally accepted without fur- 
ther questioning. effort come deter- 
minate conclusions which might serve 
guide for policy, simple models have been 
constructed. The question whether the con- 
derived from them, indeed the con- 
cepts used, can applied real life usually 
neglected. Income effects, they are analysed 
all, are brought subsequent com- 
plication Occasionally the further assumption 
made that the elasticity supply exports 
and imports underlying the function the 
supply and demand currency infinite. 
all these manipulations the functions are 
considered smooth and continuous, in- 
dependent each other and reversible. Hence 
partial equilibrium analysis applied them 
without any qualms. 

this and subsequent paper shall 
contend that this approach the problem 
erroneous. the analysis international 
relations such concepts elastici- 
ties and equilibrium are inappropriate 
the first place because the commonly used 


(*) The contents this and subsequent article formed 
the basis paper given the seminary Papi, 
the University Rome, April 1950. 

Elasticities appear the following inverted com- 
remind that are concerned with irreversible 
price changes and not with movements 
dependently given demand and supply curves, 
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Furthermore, given supply and demand func- 
tions given cannot used 
guides policy because the shape 
tions (if the fiction function main- 
the elasticities will depend upon: changes 
the market structure, changes the level 
income, changes the level employ- 
ment, changes the distribution income, 
changes the relevant prices themselves, 
reactions other countries. Some these 
factors cannot separated analytically from 
proper examination elasticity reactions; 
others, though separable, are sepa- 
rated the cost lack realism and therefore 
useless for predictions policy recommen- 
dations. other words, statements the type 
devaluation indicated the sum the 
elasticities is... have little meaning 
days, like unemployment will decrease 
wage-cuts the elasticity demand for labour 
is... There given demand schedule 
irrespective the measure proposed. The very 
discussion anticipation measures and those 
measures themselves will alter the schedule 

regrettable but inevitable that single 
new method analysis can put into the 
place the old approach. This limitation 
imposed the complexity the problem 
which the customary method artificially, and 
mostly tacitly, assumes away. far policy 
concerned, the argument this paper 
suggests the following conclusions. Ex- 
change rate adjustments alone are unsuitable 
remedies where international maladjustments 
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are large (2). They are also unsuitable 
they would have used repeatedly and 
fairly frequently. false argue that 
appreciation currency always remedy 
when deficits cannot eliminated depreci- 
ation because are too low. 
Even when and where exchange rate alter- 
ations promise suitable remedies, they are 
likely insufficient unless accompanied 
full employment (or evan over-full 
employment) policies creditor countries; 
measures counteract undesirable distributi- 
onal effects, effects internal monetary 
equilibrium, and possibly measures against cer- 
tain oligopolistic monopolistic reactions. 
Many policy recommendations the past seem 
have disregarded the overwhelming impor- 
tance employment policy and the level 
employment for international economic adjust- 
ments. 

Not only the theoretical concepts and mea- 
sures hitherto used the analysis foreign 
trade adjustments are doubtful value. Even 
more serious objections can raised against 
attempts establish statistically the order 
magnitude these elasticities Quite apart 
from the shortcomings the data and the 
statistical methods used (3), not enough atten- 
tion has been paid certain logical flaws 
the procedures adopted and the lack realis- 
ation their assumptions. Both the attempt 
use time series and correlate data different 
periods for the same country, and the method 
comparing the relationship data the 
same period different countries, involve sim- 


(2) Sir The Havana Charter, Ame- 
rican Economic Review June, 1949. 

(3) Cf. e.g. recent articles These 
efforts criticise the statistically calculated elasticities served 
arguments for the rehabilitation devaluation the 
price mechanism) suitable remedy for disequilibrium. 
They were meant dispel the doubts that had risen 
result the low elasticities discovered the statisticians. 
But these very useful criticisms crude statistical methods pay 
little attention the objections analysed this paper, which 
cast doubt the possibility establishing any trustworthy and 
useful functional relationship that kind seems that 
even true that the required elasticities are smaller 
than was thought, and that the actual elasticities are larger 
than statisticians tell us, the definitions used both the critics 
and the criticized are misleading. Forces which are ignored 
their assumptions are likely swamp the favourable effects 
favourable elasticities. The attempted rehabilitation 
devaluation must, that extent, fail, 
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Indeed, the price and income 
and propensities thus obtained really amount 
nothing more than historical descriptions 
and can yield inference causal relation- 
ship. the absence knowledge the func- 
tional connection between the path 
ment and its end position predictions can 
made. Any formal equations (e.g. 
optimum tariffs the criteria for successful 
devaluation) purporting provide basis for 
accurate extrapolation, really not give more 
than description derived from past data which 
are small use for gauging future possibilities, 


The inappropriateness partial equili- 
brium analysis. 


The schedules the demand and supply 
for foreign exchange, like the schedules the 
demand and supply for labour for savings 
and investment, are aggregates which the 
technique demand and supply curves, with 
its implicit assumption other things remain- 
ing equal, must applied with great caution, 
even the case simple models comparative 
statics (4). When comes analysing ac- 
tual situations the comparative static approach 
breaks down. Not only will the change one 


(4) This objection the plane comparative static analysis 
similar Mr. criticism: This point view, 
the particular equilibrium analysis) assumes that the conditions 
production and the demand for commodity can con- 
sidered, respect small variations, being practically 
independent, both regard each other and relation 
the supply and demand all other commodities. well 
known that such assumption would not illegitimate 
merely because the independence may not absolutely perfect, 
as, fact, can be: and slight degree interdepen- 
dence may overlooked without disadvantage applies 
quantities the second order smalls, would the 
case the effect (for example, increase cost) variation 
the industry which propose isolate were 
partially the price the products other industries, and 
this latter effect were influence the demand for the product 
the first But, course, very different 
matter, and the assumption when 
variation the quantity produced the industry under 
sideration sets force which acts directly, not merely upon 
its own costs, but also upon the costs other industries; 
such case the conditions the particular equilibrium» 
which was intended isolate are upset, and longer 
possible without contradiction, neglect collateral effects. 
Cf., Laws Returns Under Competitive Conditions, The 
nomic Journal 1926, 538-9. 


which reduce the value the results obtained, 


~“~ & 


r 
Cc 


the variables result change the same 
order magnitude the others, but dynamic 
effects will set motion which might 
swamp the original cause the change. 
Wherever foreign trade forms more than 
negligible part country’s national income, 
partial equilibrium analysis longer ap- 
demand curve for imports the assumption 
that all other prices remain the same. The 
demand for imports will not independent 
the change prices home-produced goods. 
That say, the conventional demand curve 
based the assumption that other things 
remain the same, subject shifts. These 
shifts themselves are not simple, some 
models try envisage, but the result 
intricate network relationships. Thus if, for 
example, devalue our currency, demand for 


imports will depend: 


(a) upon the supply elasticity home- 
produced goods which are substitutes for im- 
ports, which turn affected by; 


(b) the home supply elasticity and 
the foreign demand elasticity for our ex- 
ports. For the supply home 
substitutes for imports will smaller, the 
greater the diversion factors (and goods) 
increase exports leaves fewer factors available 
for substituting home goods for imports; 


(c) the changes income distribution ac- 
companying the demand and supply changes 
which will alter the propensities save, invest, 


and import (5). 


Similarly, the elasticity supply im- 
supply exports and the foreign elasticity 
demand for our exports. foreigners spend 
more our exports after devaluation terms 
their own currency, goods and factors will 
released abroad, which will make more 
difficult for them divert resources from their 
(our imports) their home market, 
when the prices their exports are reduced. 
lower total expenditure our exports, 
the other hand, will make this diversion easier 


(5) This particular aspect, however, will treated 
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and thus increase the elasticity supply 
their exports our imports). Both home 
demand and supply elasticities depend upon 
the foreign demand and supply elasticities 
and, the same reasoning the foreign elas- 
ticities depend upon the home elastici- 
ties». The «elasticities are therefore inter- 
dependent. 

apply this type relationships the 
term price elasticity therefore misleading. 
The reactions price changes are lumped toge- 
ther into elasticity concept they were 
similar the reaction experienced the case 
commodity the demand for which 
infinitely small fraction total demand. 
this latter case the repercussions can legitimately 
neglected, whereas our case, just the 
case the general internal economic equilib- 
rium, reactions are determined shifts 
other prices (6). 

Assume two countries, and ex- 
ports textiles and exports wheat, but both 
produce some wheat and some textiles them- 
selves. depreciates its currency. Textile pro- 
ducers will now have inducement 
export more, for the price textiles will 
have risen terms A’s currency. How great 
will the increase A’s textile exports for 
given rise their price How great 
the supply elasticity A’s exports? This 
will depend number factors, but amongst 
them A’s demand elasticity for imported 
wheat. its demand inelastic factors will 
released for the production textile exports. 
If, the other hand, its demand for wheat 
imports «elastic», the increase exports 
for any given rise their price will smaller. 
But A’s demand elasticity for wheat im- 
ports not given independently. depends 
supply textile exports. The 
more textiles are exported for any given rise 
their price (in terms A’s currency), the 
fewer factors are available produce wheat 
home, and, hence, the lower the demand elas- 
ticity for wheat imports. The answer our 
original question, what determines the supply 


(6) This explains the paradox that the formulae elaborated 
for the level optimum tariffs based seemingly foreign 
elasticities alone: they implicity contain large element 
the home elasticities being co-determined 
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that supply elasticity exports itself. The 
same can shown hold for any other 
the elasticities 

This interdependence does not, course, 
mean circularity. determinate solution would 
result when the various elasticities are con- 
sistent with one But the important 
point that country’s response price 
changes not simply function tastes 
and technical conditions but also function 
the changes demand and supply abroad 
which will determine the availability substi- 
tutes and factors produce substitutes. 
well known that the supply elasticity 
exports partly function the demand 
elasticity for imports. the latter low 
large amount purchasing power will 
absorbed dearer imports, thus setting free 
domestic products for exports and/or factors 
capable producing exports. But one must 
remember that the demand elasticity for im- 
ports depends, turn, the supply elas- 
ticity exports. For demand will more 
elastic, the smaller the increase the supply 
exports which absorbs factors that could 
used for producing import substitutes. And the 
two home elasticities will depend upon the 
foreign elasticities because the latter codeter- 
mine the changes exports and imports. Thus, 
low foreign supply elasticity, for example, 
coupled with low home demand elasticity 
will reduce the home supply elasticity For 
home demand elasticity less than unity, 
the value imports will rise less, the smaller 
the foreign supply and thus 
fewer goods and factors will released for 
export purposes than would have been avai- 
lable, had the foreign supply elasticity been 
greater. 

The treatment the effects exchange 
depreciation terms four independent given 
demand and supply elasticities oversimplifies 
and falsifies the problem. change any one 
them will inevitably affect the others, usually 
after time. The assumption the constancy 
changes income, employment and distribu- 
tion, therefore hardly justified. autono- 
mous change any one will have inevitable 
repercussions upon all others, 


Determinate and independent demand 
ticities could assumed supply were infini- 
tely elastic. Since this impossible con- 
ditions full employment, would involve 
the assumption unemployment and excess 
capacity. But this case which the most favou- 
rable analysis terms given demand 
elasticities least suited policy recom- 
mendation exchange rate adjustments. Not 
only demand likely highly inelastic 
without any relief from low supply «elasticities» 
(as would the case under full employment) 
but deficits arising conditions unemploy- 
ment are not necessarily signs disequilibria 
which should cured exchange rate adjust- 


ments. 


Asymmetrical reactions resulting from 
employment effects. 


Many authors assume their analysis 
foreign exchange problems both independent 
and smooth demand and supply function. 
the last section was argued that the functions 
are interdependent. this section shall 
consider certain reactions changes the 
value the currency and consequential price 
changes which may lead asymmetrical rea- 
ctions the type which occasionally for- 
malized curves. The view that 
functions tend smooth depends coup- 
ling the assumption full employment with 
that high flexibility and absence oligopoly. 
actual fact imperfect flexibility and induced 
income variation will tend produce different 
reactions changes the rate exchange 
(different elasticities according the 
tion the change for two reasons. First 
because oligopolistic relationships between 
firms. Second because oligopolistic relation- 
ships between countries. Both are largely 
function the level employed capital and 
manpower capacity. 

The supply exports full employment 
will probably inelastic for price rise 
and elastic for fall because home demand 
can easily absorb exportable goods. is, 
were, the suction from fully employed and 
relatively riskless home market which results 
this asymmetry: goods are more easily 
sorbed than released response price 


Qo. 


The Inappropriateness Simple 


terations. low supply coup- 
led with low foreign demand elasticity 
will mitigate the fall foreign exchange re- 
ceipts, and coupled with high foreign demand 
«elasticity will reduce the increase those 
receipts. 

If, the other hand, unemployment and 
excess Capacity prevail, supply elasticities for 
price rises may high, approaching infinity, 
especially industrial and plantation econo- 
mies and might low for further price falls 
the resistance the trade unions against wage 
cuts undermined, and bankruptcy forces (and 
enables) recapitalisation, even the exchange 
rate the country held rigid face the 
depression. This however not the full story. 

The limitation international reserves, and 
the necessity remain competitive would, 
world without commercial restrictions and 
without currency control have the same effects 
upon the policies excess capacity 
oligopolistic conditions has the policies 
firms. would make demand inelastic for 
downward and elastic for upward price 
movements. For country which cannot afford 
have its reserves further depleted would 
forced follow devaluation deflation 
abroad with much greater force than would 
inclined follow appreciation inflation 
abroad. other words, price cuts will ac- 
companied price cuts rival products but 
price rises will not. This effect will reinforce 
the brought about entrepreneurial 
reactions. 

The absence firm full employment 
policy will, beyond certain point, have the 
same effect country the insuf- 
ficiency reserves poor areas: the «creditor» 
country will resist attempts others wipe 
out the deficit the reduction the favou- 
rable balance would create unemployment. 
the other hand Germany early 1950 
they would gladly supply more exports 
and/or take fewer imports. Thus both small 
and the absence full employment 
induces oligopolistic asymmetry 

similar asymmetry will prevail the 
demand side. conditions over-full em- 
ployment the demand for imports becomes 
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relatively inelastic for foreign price rises (cf. 
the sale Belgian steel the U.S. rising 
prices) and «elastic» for foreign price cuts. 
Price rises will not strong deterrent, 
price reductions are stimulus imports. This 
tendency will reinforced home producers 
import substitutes who are likely 
working above capacity follow the 
price rises imports but are unwilling match 
price reductions. They follow rises because they 
can thus easily increase their profits; they 
refuse follow reductions because they not 
object having the pressure excess demand 
reduced foreign supplies. 

Conversely conditions heavy unem- 
ployment and excess capacity, demand probably 
becomes for price cuts because 
domestic competitors try match these cuts, 
refusing allow their excess capacity 
increased further; and will highly elas- 
tic» price rises because domestic supplies 
can substituted without rise their prices. 
The downward inelasticity will reinfor- 
ced losses have been suffered and financial 
reserves exhausted, while certain fixed costs 
have met. The inducement cut prices 
and not allow overheads swell further will 
then strong. 

This means devaluation remedy will 
handicapped boom conditions, when 
demand abroad might expected elas- 
tic», the low supply the 
devaluing country. Hence devaluation 
would required order effective and 
the objections such large devaluation arise 
out its effects real income and the home 
inflationary situation. Low supply elastici- 
which may the result technical 
limitations or, the case manufactured 
products, monopolistic pricing policies which 
have the same effect rapidly rising costs, will 
affect the terms trade less unfavourably 
than higher supply elasticities». The low 
demand elasticity for imports will not, 
the other hand, eased low foreign 
supply elasticity 

depression, the hopes which might 
aroused high supply are 
dashed low foreign demand elasticities 
appears therefore that the rehabilitations 
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devaluation suitable remedy which are 
based the fact that low supply elasticities 
relieve difficulties created low demand elas- 
ticities must related employment and 
capacity levels. The situation then longer 
looks hopeful. 

There also another type asymmetry, 
besides the price and output policies firms 
imperfectly competitive markets which 
caused the policies Unless there 
rigid adherence international code 
rules, any attempt shortcut piecemeal adjust- 
ments measures affecting the whole economy 
indiscriminately, tariffs, restrictions 
devaluation, will matched competing 
countries (7). Whole countries will behave ana- 
logously oligopolistically competing firms and 
their reactions cannot neglected. Reactions 
the generation import surpluses will 
for number reasons more rapid and more 
drastic than attempted cure export surpluses, 
especially the reserve position the cre- 
ditor countries not comfortable. Even 
were the employment effect might force retaliat- 
ion U.S. measures against the import 
gloves, hats, watches, etc.). 

One the conclusions that the main- 
tenance full employment, perhaps even 
what now termed over-full employment 
surplus countries necessary (though not 
sufficient) condition success any attempt 
adjust international disequilibria through the 
price mechanism, devaluation ap- 
preciation contrasted with direct controls. 
Low supply might overcome 
time the depreciating country through fiscal 
policy. Retaliatory actions price reductions 
either the part private firms whole 
countries are less probable the creditors are 
any case fully employed. unemployment 
prevails the surplus country, exchange rate 
adjustment will unsuitable. International 
institutional safeguards against unemployment 
are therefore the utmost importance 
restoration the international price mechanism 


(7) The habit talking about elasticities without spe- 
cifying the present and expected level employment all 
countries under consideration highly misleading. The pure 
elasticities demand and supply exports and imports 
are largely determined the level employment, 


attempted without results fatal 
weaker countries (8). 


Asymmetrical reactions resulting from 
other than price. 


Whenever competition monopolistic 
oligopolistic and when changes income are 
significant the simplifying assumption that price 
the chief variable unsound. Frequently 
argued that although depreciation may make 
matters worse the short run because demand 
will inelastic, likely improve the 
balance the long run when elasticities 
will higher. shall argue below that 
the multiplier and investment 
fects will have had time work themselves out 
with the result that any price effects will 
swamped. Let disregard these effects for 
the time being and accept the assumption that 
other things remain the same far income 
and employment concerned. The argument 
then rests the assumption that readjust- 
ment the productive structure and/or the 
overcoming market imperfections will take 
time. But this ignores the fact that the interests 
displaced need also time organise their 
defence and that imperfections and low 


(8) Thus the experts’ report submitted 
tional and International Measures for Full Employment 
warmly welcomed puts forward schemes deal not 
only with this problem but also the closely related problem 
unequal technical The effect the 1949 deva- 
supports rather than weakens our conclusion, The 
effects devaluation were swamped the U.S. revival, The 
price the main U.S. imports from the devaluation area 
terms the same time the fall U.S. export 
prices was checked and U.S. delivery dates lengthened: 
favourable effect devaluation the competitive position 
the devaluing countries was cancelled further defla- 
tion the Thus the superficial impression that the stri- 
king reduction exports was due high demand 
elasticities largely misleading, The employment factor 
played the most important role. Moreover the price and wage 
increases the rest the world have only been delayed and 
are certain other countries the rise the dollar 
price exports helped maintain stability, i.e. the situation 
was saved spite rather than because The 
reduction dollar exports was decided upon and actually began 
prior devaluation and there has been some recovery the 
volume exports from the low point, the reduction 
exports occurred when home demand the U.S. 
was rising the competitive effort business 
foreign markets Any reversal the trend the 
would lead renewed acute dollar crisis, Recent 
rience thus confirms completely the supreme importance 
business activity the dominant country, the S., 
national economic 
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ticities can also built sellers time. 
attack on, say, the American market will 
promises successful. The whole concept 
long-run demand schedule conditions 
uncertainty and oligopoly dubious 
value. advertising successful capturing 
when resistance the struggle for recapture 
are organised. 

order analyse the relationship between 
price changes and demanded 
number variables besides shifts demand 
due advertising are relevant which are fre- 
quently ignored. Thus, demand not only 
function price but also change price. 
Price changes shake customers out their rut 
and make them experiment. Strictly speaking, 
demand curves not apply, for the amount 
demanded will depend upon the size and the 
speed the preceding change price. Steps 
such are not reversible and not 
only point elasticities but also arc elasticities 
become meaningless. The «equilibrium» price, 
any, codetermined the path which 

Price not the only important variable 
determining demand: the speed delivery, 
stock, discounts and terms payment 
others. The existence unemployment 
usually bestows advantages upon country with 
delivery dates and the availability 
point whether and how much unemployment 
would spell greater all-round internal flexibility, 
but there doubt that excess capacity, plen- 
tiful stocks and reservoir labour will make 
for speedier deliveries orders existing, and 
for capacity undertake work new, lines 
production. The real cost this type com- 
petitive advantage partly borne the unem- 
ployed, and not expressed lower costs and 
prices. order become more competitive, 
efficiency and price reduction might 
use comparison with the creation 
unemployment and excess capacity (however 
directional). 

The advantages free discounts and easy 
payments are largely function the 
the firm. Large monopolistic concerns 
With more information about their customers 
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have advantages foregoing liquidity and 
shouldering risks which small firms, though 
possibly more efficient and offering lower prices, 
cannot emulate. Similar advantages accrue 
countries with organised capital markets. 

There are numerous other important factors 
amongst which only investment outlay 
initial advertising can mentioned here, where 
again the large firm has advantage. Thus 
monopoly and unemployment bestow advan- 
tages factors determining demand which 
are often greater significance than price 
variations. analysis which pays only at- 
tention price and quantity variations neglects 
these other variables which play more im- 
portant part the oligopolistic armoury than 
price competition. 


Sometimes argued that small 
depreciation not effective, large one must 
be, for demand must, some price, become 
elastic. this, there are two replies; first, 
now well recognized that price adjustments 
often fail their work where the changes 
are very large. large depreciation may merely 
give rise additional bout inflation and 
aggravate the foreign exchange difficulties (9). 

Thus the country may not succeed cur- 
tailing imports and pushing exports. does 
succeed, the other hand, applying 
deflationary measures, the reduction imports 
and the foregoing exportable goods will 
necessitate reduction the standard living. 
Now the same results the correction the 
foreign balance can achieved with smaller 
reduction the standard living import 
reductions are selective and not indiscriminate. 
The change the composition imports can 
more suitably geared domestic social 
policies than the work left the price 
mechanism (10). 


curious that Professor Smithies should argue 
that point favour devaluatiom that import controls 
will more easily administered after devaluation without 
pointing out that the burden merely shifted and domestic 
anti-inflationary controls are put additional 
Review Economics and Statistics 1950, 
and Quarterly Journal Economics 1950). 

(10) Sir The Havana Charter, loc. cit. 
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conclude that depreciation may not 
able bring about the desired adjustment or, 
does succeed, will cost which may 
well too high. Infinitesimally small changes 
the exchange rate, which the analytical 
and policy objections apply with less force, are 
likely ineffective. Large changes, the 
other hand, cannot analysed terms 
constant The fact that large 
depreciation will make demand more elastic 
does not strengthen the case for devaluation 
income and employment effects swamp the 
price effects the reduction real income 
unnecessarily and undesirably severe. 


The argument that appreciation would im- 
prove the balance where depreciation fails 
because low «elasticities» rests very special 
assumptions. order refute it, not 
necessary assume kinks the curves al- 
though the existence certain kinks will 
strengthen the conclusions which can also 
derived from smooth curves. quite suf- 
ficient assume that elasticities change 
certain way with the movement the exchange 
rate order show that not true that 
some change foreign exchange rates will 
always bring about restoration equilibrium. 
Quite apart from dynamic complications 
which have referred and which shall 
discuss again, perfectly possible that even 
the case smooth demand and supply 
functions both appreciation and depreciation 
will worsen the balance. ignore here the 
problem that the curves representing demand 
and supply foreign exchange beg the whole 
question the four because 
each them lumps together two, the 
demand for foreign currency expresses both the 
demand «elasticity» for imports 
supply elasticity 

fig. (i) the demand for foreign exchange 
represented and the supply foreign 
the axis that upwards movement 
represents depreciation and the total receipts 
expenditure terms are plotted the 


axis. start from position disequil- 
ibrium exceeding with exchange rate 
OR, both depreciation OR’ and 
preciation OR” will worsen the deficit. The 
shape the curves perfectly possible one, 
least over range. The only limitation 
their shape that the curve must slope 
down the right (dollar expenditure im- 
ports with certain negligible exceptions must 
decrease after depreciation) and the curve 
which may slope the right the left can- 
not slope the left such way decrease 
the area the rectangle OMEQ (fig. ii). This 
rectangle the outlay exports which can- 
not (with certain negligible exceptions) decrease, 
Hence some point the curve will cut the 
curve from below and this will point 
stable equilibrium 

But this may well one these cases 
where the invisible hand does its work 
strangulation. 

The difficulties adjustment are aggravated 
the curves the ruling rate are kinked. 
(Fig. iii). have argued that the change 
the exchange rate itself will tend make for 
such kink that whatever the exchange 
rate happens be, some conditions any 
alteration will lead increase the 
deficit. 

The position may similarly represented 
terms The supply dollars terms 
pounds constitutes the demand for pounds 
rate the axis and the total receipts 
and outlays the axis. Fig. (iv) shows the 
case where depreciation (which now 
downward movement the axis) and 
appreciation OR” both deteriorate the 
lance; Fig. (v) shows the inevitable equili- 
brium exchange rate which results from the 
fact that the total sterling expenditure 
decrease some point; hence the curve 
must cut the curve from above and this will 
shows kinked demand and supply curves, the 
kink depending the actual exchange rate 
which has come established. Although 
the curve can slope the right the 
left, its slope the right upon devaluation can 
the worst case rectangular hyperbola for 
the demand for dollars, expressed the rec- 
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Fig. (iv) 


Fig. (vi) 
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tangle under the curve, can worst 

Similar kinks the schedules may also 
the result the fact that international competi- 
tion oligopolistic not merely the sense 
entrepreneurial reactions the markets most 
manufactured goods but also the sense, des- 
cribed greater length elsewhere (11) that the 
reactions the competing national economies 
policy changes (powerful) economies are 
oligopolistic character. their policy decis- 
ions they take note the policy the countries 
with which they compete (12). give ex- 


(11) The International Implications Full 
Employment, The Economics Full Employment», Oxford, 
University Institute Statistics, 1944. 

(12) This reduces the analytical value efforts circum- 
vent the obvious and acknowledged the time 
correlation analysis elasticities analysis simul- 
taneously existing relations between the price and the quantity 
foreign transactions different The fact that 
lower prices were associated with higher export figures does 
not permit that, had the countries suffering 
from higher prices reduced their prices, their exports would 
have risen the proportion indicated the relation prices 
and exports between high and low cost countries. This diffi- 
culty far more basic and ineradicable than the obvious sta- 


ample, devaluation deflation powerful 
country which has the impact effect making 
entrepreneurs that country more 
tive abroad, has usually been automatically fol- 
lowed the competing economies the 
would otherwise have been denuded liquid 
reserves. Appreciation, the other hand, need 
not followed appreciation inflation 
abroad. Indeed unless the rest the world 
already fully stretched the appreciation will lead 
loss trade (13). Hence country contem- 
plating change its exchange rate 
analogous position the oligopolistic entre- 
preneur whose behaviour has been represented 
kinked demand curve. The reactions need 
not certain. The mere risk may suf- 
ficient reason refrain from experiments 
the country’s international liquidity position 
precarious. 


tistical difficulty measuring relative prices world where 
even certain raw materials coal, were sold highly 
imperfect markets. 

(13) Under certain circumstances when the appreciat- 
ing (or inflating) country the main supplier essential com- 
modities its customers might gain they followed suit 
the U.S. 1946-47). 


ti 


Income cffects. 


the first paper certain difficulties were 
analysed which arise from the breakdown 
nature the relationships. 
have seen that the «elasticities» depend: upon 
each other, upon price reactions oligopolis- 
tic markets, upon employment levels, upon 
the amount and the direction price changes, 
upon reactions other trading countries. 
shall the following discuss: more 
fully the effect employment and income 
variations both the short and long run; 
the effects changes the distribution 
income. 

alteration the exchange rate will af- 
fect income and employment three ways 
which only the first usually analysed. 


(a) There are income effects which arise 
from the change the volume exports and 
the balance trade. These are supposed 
brought about the interplay the elas- 
ticities and have been fully analysed, notably 
Mrs. Robinson. They need not detain 
further. 

(b) There are effects which arise from 
changes the distribution income within 
the country. They are usually entirely neg- 
lected. 


There are finally changes the real 


income the country which result from 
changes the terms trade. 


Now all these effects will alter saving, con- 
and investment and hence the demand 
for imports and the supply exports. Thus 
deterioration the terms trade and 
real income likely reduce the 
for imports (although have seen 


Exchange Rates and National Income 
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that may give rise inflationary movements 
money wages which would have the opposite 
savings and hence reduce the demand for 
imports. The increased competitiveness 
domestic business with foreign industry will 
provide new investment opportunities, etc. and, 
raising incomes, raise demand for imports. 


Short run changes income. 


shall consider the short-run effects 
effective demand and monetary stability this 
and the long-run effects the growth capital 
and income subsequent section. shall 
discuss the question how these changes affect 
the concept price elasticities» and 
equilibrium rates exchange». The first 
concept relevant value theory, the second 
welfare economics. 

alteration the exchange rate likely 
alter the level effective demand for the 
reasons given above. The customary treatment 
initial price effects, measured price 
elasticities, and consequential income effects, 
measured income elasticities and propen- 
sities, not satisfactory. Although the multip- 
lier effects changes the balance pay- 
ments might conceivable treated secon- 
dary the effects income changes the 
terms trade and distribution are simulta- 
neous and inseparable from the 
price changes. Exchange rate alterations are 
ipso facto income alterations. Moreover, 
these income changes give rise cumulative 
movements, the final reactions price changes 
will irreversible, for cumulative movements 


are not symmetrical for upward and downward 
changes. 


250 Banca Nazionale del Lavoro 


further asymmetry introduced into the 
picture the lack perfect mobility labour 
and the lags due the time taken adjust 
the capital structure the country. The short- 
run effects changes investment depend 
the direction and extent the change. 
reduction net investment perhaps most 
easily carried out. Even here strong complemen- 
tarities might impede adjustments. increase 
net investment, though perhaps slower than 
decrease, can carried out more rapidly 
than actual dis-investment durable capital. 
The difference lags however will tend 
impart deflationary bias into the system 
whole which can course counter- 
acted. Investment decisions are discontinous 
any case and their timing will also affected 
actual anticipated shifts any the 
schedules due changes exchange rates. 
These their turn will alter the relevant 
consume and import. 

Against this, frequently argued that 
one the conditions workable equili- 
aggregate supply aggregate demand the 
trading countries. Only inflation and defla- 
tion inflationary and deflationary pressures 
are avoided can the rate exchange ex- 
pected work. 

This argument based the tacit assump- 
tion that the attempt equate aggregate supply 
aggregate demand does not itself alter the 
relevant propensities and schedules. Demand 
and supply functions, with respect price and 
income are assumed given and policy does 
not effect them. there are restrictions, de- 
mand frustrated and presses against the walls 
controls. But such assumptions are not al- 
ways justified. Frequently, are not dealing 
with comparable schedules two situations, 
one which contains restrictions, the other 
which does not. Pressures excess demand 
are often modified the imposition the 
lifting restrictions. 

very doubtful whether one can speak 
legitimately the intensity given demand, 
exerting given inflationary pressure against 
controls. Controls often work more like canals 
and drainage systems than like absolute dams, 
diverting and reducing inflationary pres- 
sures and thus altering the underlying situation. 


Thus recommendations that currency should 
and the abandonment 
controls possible, must face the following dif- 
ficulties: First, the rise import prices and 
domestic prices resulting from depreciation and 
decontrol may itself aggravate the danger 
inflation. Unless there substantial shift 
non-invested profits the export trades, con- 
sumption and investment demand will tend 
exceed available supplies. the additional 
deflationary measures are recommended order 
make the devaluation and decontrol 
fective means obvious that this 
would not involve larger, more painful and 
socially less desirable reduction consumption 
and investment than that brought about 
restrictions. Second, the availability 
though higher prices, may raise the propen- 
sity import compared with the situation 
which they were not available. Advertising, 
joint demand, habit formation 
diseconomies consumption will play their 
part. The foreign exchange problem may thus 
aggravated and even further-going deflation 
home might have used order restore 
equilibrium the foreign exchange market. 
short, restrictions imports other than 
price restrictions often raise not only saving but 
the propensity save (partly through 
rable terms trade which make money income 
stabilisation easier) and reduce not only im- 
ports but the propensity import (by altering 
tastes and habits). There obvious reason 
why habits and tastes engendered free 
pricing system alone should the right» 
ones. 


Effects changes the rate exchange 
income distribution. 


finite devaluation the currency 
facto alters the distribution income both 
within country and between members 
ferent countries and hence the propensities 
invest and import. therefore 
case infinitesimal variation whose 
sequences can neglected. 

The internal effect devaluation will 
benefit export trades and those producing 


i 


tutes for imports, while the consumers im- 
ports and also substitutes for imports will 
suffer. wages must assumed 
sticky there will redistribution favour 
profits. This will aggravated imports 
are largely necessities. 

impossible predict the net effect 
savings but very probable that there will 
change. There are three possibilities: 
either there will inflationary impetus 
which might offset more than offset any 
improvement the balance from devaluation; 
there may deflationary effect which 
would help the balance though possibly 
heavier price than necessary; finally 
internal monetary equilibrium maintained 
but the amount savings and imports al- 
tered. all three cases the movement the 
exchange rate and the ensuing reactions are 
not likely reversible. Only the case 
zero net saving both before and after the 
change and absence any monetary cumulative 
effects could one speak determinate elas- 
ticities were not for the difficulties men- 
tioned previous sections. addition, one 
would have take account trade union 
reactions changes the cost living, 
secondary income changes resulting from the 
change the balance trade (both con- 
sumption and investment) and speculative mo- 
vements anticipation price changes. 

multiplier analysis now generally 
recognised that changes employment are not 
only function the aggregate marginal 
propensity consume and changes invest- 
ment, but the composition these ag- 
gregates. Rarely are analogous qualifications 
introduced into the theory demand and 
supply responses exchange depreciation. Yet 
clear that the composition the demand 
for imports and the supply exports which 
depends the changes the distribution 
income will affect the relevant elasticities 
Thus any given change the exchange rate 
will have different effects upon supply and 
demand according different consequential 
income distribution. 

These changes are not reversibile and any 
given change the terms trade always 
related change income distri- 
bution. But well known that contractually 
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fixed incomes are much more flexible upwards 
than downwards. country whose workers 
have once benefited from improvement 
the terms trade and have grown used 
certain standard living may find difficult 
enforce the return the old low real wage 
level deficit should demand such readjust- 
ment. The worsening the terms trade 
might brought about unemployment, 
most unlikely that the movement will paral- 
lel and symmetrical the original upward 
shift. Hence elasticities will different for 
upward downward movements, according 
the altered distribution incomes. This 
another reason for asymmetrical reactions. 

Just «elasticities» cannot defined 
without provisos about changes the income 
distribution within country, provisos have 
made concerning the distribution in- 
come (per head) between countries. Changes 
the distribution income will affect demand 
and supply «elasticities» least for three 
reasons: First, because they will change the 
composition demand and supply. Secondly, 
because they will change the rates growth 
real income (by affecting saving and invest- 
ment) and thirdly, because they will affect the 
ease difficulty maintaining monetary 
equilibrium and preventing cumulative mo- 
vements. 

Hitherto have discussed the difficulties 
that arise the formulation elasticity con- 
cepts the distributional effects price changes 
are irreversible. These elasticities are often 
used recommend methods achieving 
change rate the balance payments. The 
stand for desirable state affairs. few 
remarks may therefore appropriate about the 
welfare implications equilibrium rate 
exchange. 

Here again the two types distributional 
effects must considered; internal 
national. The choice between foreign exchange 
and import restrictions luxuries, combined 
with overvalution the one hand; and 
«equilibrium rate, through devaluation 
without restrictions the other, not one be- 
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rium but rather between two types domestic 
policies distribution. The concept 
equilibrium rate meaningless for welfare 
theory. 

The same true the effects upon the 
distribution income between different coun- 
tries. Again, restrictions coupled with over- 
valuation are not necessarily sign dis- 
equilibrium far restrictions are used 
prevent undesirable deterioration the 
terms trade country whose standard 
living threatened, devaluation would not 
something commendable. the principle 
the desirability reducing extreme inequa- 
qualities international income distribution 
accepted (analogous, though 
identical those widely accepted for internal 
income distribution) (1) and other means 
income transfer (loans and grants) are imprac- 
ticable, then the overvalued rate combined 
rate normative sense than the so-called 
equilibrium rate (2). 


Equilibrium and static theory. 


The simple theory exchange rate adjust- 
ment assumes zero level net investment and 
net saving. Without changes the level 
effective demand and without changes capital 
equipment, definite meaning might con- 
ceivably given «equilibrium rate 
exchange with the qualifications discussed 
previous sections. But positive saving and 
investment create number problems. 
the previous sections was argued that the 
rate saving and investment will altered 
exchange rate alterations irreversible 


(1) Thus the principle that gross inequalities should 
reduced might have qualified for international application 
for two reasons, First, external diseconomies consumption 
are likely play smaller role internationally than internally 
for people are more ignorant standards other countries. 
Secondly, divergencies from habitual consumption rather 
than the absolute level consumption that make people (within 
limits) feel better worse off. Thus the international prin- 
ciple would much the prevention lapses from habitual 
living standards the equalization living standards. This 
important requirement for Marshall Aid despite the fact 
that Africa and Asia are much poorer than Western Europe. 

(2) Diffioulties arise, course, the desirable international 
redistribution income does not lead corresponding 
internal redistribution the benefiting 
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manner and that even the short run the 
effects real income and monetary stability 
must not neglected. the long run, when 
capital and real income must assumed 
grow, two additional problems arise for the 
definition equilibrium exchange rate 

First, will longer possible con- 
struct with positive rate growth 
(«trend because that rate growth itself 
independent the fluctuations round it, 
dynamic model might replace the static assump- 
tion zero net investment. The relative rates 
growth real income different countries 
will give rise disequilibria and the manner 
which these disequilibria are adjusted will 
affect the rates growth real income. Thus 
series devaluations, even they were pract- 
icable, might slow down the relative rate 
income growth the deficit country and ag- 
gravate the difficulties adjustment the 
future, whilst policies with less detrimental 
effects the terms trade and hence (foreign 
trade) productivity might facilitate future ad- 
justments raising the relative growth in- 
come and productivity the deficit country. 
one the difficulties static equilibrium 
theory that requires dynamic theory 
growth (domestic and foreign) before can 
applied actual conditions and that the 
dynamic changes are themselves function 
the adjustments envisaged static equilibrium 
theory. The concept equilibrium rate 
rate exchange alters the conditions underly- 
ing the moving equilibrium 

The second problem this: assume 
that real income grows different rates 
different countries, permanent cause 
balance arises which impairs the application 
such concepts «elasticities» and equilibrium 
rates applied the long run. the case 
two countries, each expanding different 
rate, equilibrium exchange rate 
ceivable either two possibilities realized: 
either the rapidly expanding country has 
ficiently high income elasticity demand for 
imports provide market which expands 
the same rate its exports (or sufficiently 
exportable goods reduce the rate growth 
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exports sufficiently maintain balance). 
Relative inequalities will then 
mulatively and cyclical instability will probably 
aggravated but there would secular 
pressure deflate devalue the more 
slowly expanding country. else the rapidly 
expanding country must inflate its costs and 
prices (or the slowly growing country deflate 
its costs and prices) sufficiently fast prevent 
unbalance. this case, given favourable price 
«elasticities balance might maintain- 
ed, again, the cost cumulative inequality 
and possibly cyclical instability. 

either these conditions are fulfilled the 
rapidly expanding country will not tend 
generate export surpluses. Apart from the un- 
desirability these processes grounds 

uity and stability, the assumptions are not 
likely fulfilled. well known that the 
income elasticities demand for imports 
are likely low and that the pressure 
inflate potential creditor country weaker 
than the pressure deflate potential debtor 
country. monetary authorities the po- 
tential creditor country may not want inflate 
sufficiently, for distributional 
bility reasons; even they wanted they may 
not succeed expanding credit and raising 
prices sufficiently; even they succeeded the 
total expenditure the country’s exports may 
rise its prices rise. Thus the brunt the 
pressure would fall the deficit country with 
the deplorable consequences deflation. 

The alternative would series ex- 
change depreciations. But clearly, the notion 
artificial. Anticipations alone would 
make nugatory. Even were imperfectly 
foreseen, would lead series financial 
crises. Speculative forces would swamp the 
underlying «real» forces and expectations 
about the equilibrium rate change the ex- 
change rate would produce grave disequili- 
The well-known vicious spiral 
and devaluation would work, for 
internal price rises will also anticipated and 
will aggravate the difficulties. Capital flight 
the countries against which the currency ex- 
pected depreciated will encouraged 
with very awkward effects current account 
appears that the concept 


Exchange Rates and National Income 


253 


constantly moving rate exchange creates 
more difficulties than solves. 

Like the rate interest, the equilibrium 
rate exchange does not depend only the 
level effective demand but also the rate 
growth real income. will both affect 
this rate growth (which, have seen 
above, function productivity, impor- 
tant function which the value productivity 
the terms trade) and affected it. 
This weakens the case the elasticity optimists 
who argue that the long-run elasticity 
that matters devaluation considered and 
that likely high. The longer the run, 
the more time will have passed for investment 
and real income effects work themselves out 
and swamp the price effects devaluation. 
is, course, the face it, not obvious 
which direction these effects will work any 
particular case. But the concept long run 
elasticity demand unwarranted and the 
concept long-run equilibrium rate change 
the exchange rate is, quite exceptional cir- 
cumstances apart, selfdefeating. 


Conclusions. 


the analysis international economic problems 
has been shown disregard complications 
sufficient order magnitude render the 
procedure inappropriate, The various functions, 
the which are supposed 
govern the reaction the balance payments 
the variations exchange rates, have been 
shown interrelated such way that the 
calculation elasticities may involve indeter- 
minacy the functions are shifted 
bably distorted. 

Secondly, found, one would expect 
the case functions which represent macro- 
economic aggregates, that the state em- 
ployment the constituent units has im- 
portant bearing the reactions the balance 
payments changes the rate foreign ex- 
change and tends render them irreversible 
and unique. Thirdly, the traditional analysis 
tends neglect variables other than price-quan- 
tity relations, and thus gives over-simplified 
view these relationships. Fourthly, finite 
changes the rate exchange alter not merely 
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the distribution the national income but also 
the size the real income. Thus not only the 
savings and investment schedules are changed, 
but with them cumulative movements are en- 
gendered quite apart from the secondary mul- 
tiplier effects the change the balance 
which alone has received alteration. 

all those factors are taken into account 
would seem that the practical men who have 
always been disinclined permit changes 
foreign exchange rates once they were establish- 
ed, were more often right than economists. 

Although some our arguments point 
the opposite direction, appears that, ba- 
lance, they lead the advocacy greater 
degree exchange rate stability than popular 
to-day. Though exchange rate alterations are 
suitable some conditions, their value 
doubtful the necessary adjustments are 
And likely that the literature the size 
the required adjustment has been underesti- 
mated and the effectiveness devaluation 

about any given adjustment overes- 
timated. Hence slight adjustment may inef- 


fective and large changes may throw the whole 
international system into movements, the final 
consequences which are exceedingly uncer- 
tain. Weaker countries who cannot take risks 
would seem likely suffer most. 

have also seen that exchange rate alte- 
rations are unsuitable remedies they would 
have used repeatedly fairly short in- 
tervals. Finally, even where their application 
promises remedial, they ought always 
considered conjunction with full em- 
ployment and international distributional effects 
and effects internal monetary stability. Only 
excessive sacrifices these alternative 
objectives are required can one advocate deva- 
luation with clear conscience. Orthodox 
theory, based the safety partial equilibria 
and the variation method, suffers from the 
same deficiency the theory used justify 
certain wage policies: Far-reaching practical 
measures are prescribed the basis simple 
abstract models without consideration how 
qualify and modify these models order 
adapt them real life. 
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The Italian Central Institute Sta- 
tistics has recently published the results 
exhaustive investigation the pattern and 
recent trends Italy’s national income (1). 
The book brings together valuable contribu- 
tions methodological problems the 
interpretation given the concept 
«income the theoretical systems used cal- 
culating it, etc.) (2) and detailed 
material special interest for up-to-date 
analysis national income this country. 
The research has been carried out analytically 
for each separate branch economic activity 
and prefaced report which the several 
component items the income are defined 
and illustrated and the conclusive data are given 
summarised form (3). 

this paper synthetic exposition these 
data will made attempt point out 
the essential features Italy’s national income, 
war disturbances and the recovery movement 
the subsequent years. start with, however, 
necessary submit few explanatory 


method and definition. 


known, the national income 
given country may estimated the 
personal the real method, the choice 
depending the statistical data available. The 
method adopted countries possessing 
statistics personal incomes returned for the 
purposes the direct tax (the income-tax 


Annali Statistica, Series VIII, Vol. Rome, 1950. 

Contenuto impiego delle valutazioni del 
nazionale, Op. cit., Chapter Prof. 
had been already published this Reiew; see No. 
April 1948, pag. 271 ff. 

1938 1947-49, Op. cit., Part Chapter 


Italy’s National Income 
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the English-speaking countries). The second 
method based the ascertainment the 
added value and the net product. should 
used when, the absence the fiscal statis- 
tics just referred to, the results economic 
census returns and annual statistics pro- 
duction for the several branches 
branches economic activity are available. 
the Italian fiscal legislation does not 
provide statistical data which would allow 
using the first method, recourse must had 
the second. This what the Central Institute 
Statistics has done the recently published 
volume, which the net product, both 
private and the public sector under- 
stood the internal component the national 
income, while the external component pro- 
vided net incomes from abroad (capital in- 
vestments and labour) and foreign donations. 
If, however, bear mind that the net 
product represents the value the national 
production goods and services the given 
period time, met the value the raw 
materials used the processes production 
and net payments for upkeep, repairs and 
sinking funds, cannot but admit that can 
identified with the internal component 
income only when referred normal pe- 
riods. Thus, during the period under con- 
sideration expenses incurred for rebuilding the 
efficiency plants injured lack upkeep 
during the preceding periods are deducted from 
the gross product, the net product found 
smaller than the internal component the 
income. This, for instance, has occurred 
Italy during the post-war years and increas- 
ing extent from 1947 1949 all branches 
economy, and more especially industry 
and agriculture. The reconversion industrial 
plants, the reacquisition 
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largely depleted during the war, the building 
soil fertility largely impoverished owing 
insufficiency fertilisers, all contribute 
swell marked degree the expenditures 
deducted ascertain the net product, 
which does not therefore represent, for the post- 
war period, the internal component the 
national income (4). 

From this point view, the calculations 
made the Central Institute Statistics, 
which take account outlays incurred for up- 
keep, sinking-fund, etc., give results that should 
considered approximative defect when 
used for measuring the internal component 
the national income. 

the other hand, the aforesaid calculations 
not take into account the reductions occur- 
red the value capital goods (e. industrial 
plants and machinery general) due the 
competition new and improved types 
machines entered the post-war markets; for this 
reason the value the net product should 
considered exceeding that the income. 

Now, may suppose that, least within 
the limits approximation allowed the 
nature such calculations, there will 
compensating balance between the first and 
second category factors referred to, and that 
therefore the net product calculated the Cen- 
tral Institute Statistics, though relating 
periods economic disruptions, will afford 
reasonably approximate estimate the internal 
national income. 


already stated, grants and net in- 
comes from abroad (foreign capital investments 
and labour) have been taken represent the 
external component the national income. 
These items, however, must duly qualified. 


(a) Labour incomes, far they coin- 
cide with emigrant remittances, are returned 
lower figure than that they really represent. 
The returns obtained emigrants for their 
services consist the wages they receive, 
which the remittances represent only the part 
saved, unless choose assimilate their living 
expenses (cost board, lodging, clothing, 


(4) Aspetti della produzione lorda vendibile 
del prodotto netto nel 1938 negli anni dal 1947 
Milan, 1950. 
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medical attendence, etc.) expenses for the 
upkeep human capital, and which should 
therefore deducted when assessing 
But this interpretation would entail the inclusion 
human capital among the forms wealth, 
and therefore increase decline the 
population would represent 
decline wealth (5). Labour incomes, cal- 
culated the Central Institute Statistics, are 
therefore understood incomes available 
within the country for labour investments 


made abroad (6). 


(b) consider that from 
abroad offset the liabilities represented the 
services that the importing country renders 
the donating country. The value such ser- 
vices may held equivalent that the 
donations, which should therefore, the last 
resort, entered incomes for services ren- 
dered abroad». Indeed, one the methods 
followed post-war years the great victo- 
rious countries for winning the affections and 
the markets other countries, has been that 
generous help for relief purposes which has 
paved the way for peaceful penetration and the 
establishment zones economic influence. 
would not therefore seem fair deem that 
the exports they have made the shape 
donations have given them returns. Such 
donations should considered one the 
more important sources the invisible items 
income for they assure and raise the 
ductive capacity the countries that are 
position make them, while the other hand, 
they improve the economic well-being the 
importing countries (7). 

The principle that foreign donations should 
looked upon the economic equivalent 
the services the poor countries perform favour 
the richer ones and they should in- 
cluded the reckoning income, justifies 
the procedure adopted the Central Institute 
Statistics, procedure have thought well 
recall avoid doubtful interpretations. 


(5) Cf, Sur les fondements des évaluations 
Statistique 1945. 

dito, Proceedings the Meeting the Italian Society 
Demography and Statistics Milan, 1949. 

(7) Cf. Considerazioni intorno all’equazione del 
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The net product Agriculture and Forests. 


Table which has been drawn 
the basis the data given Prof. Barberi’s 
paper above referred (8), specifies cur- 
rent lire saleable production, costs and net 


National Income 


rendered forests (protection against land- 
slips, soil erosion, avalanches, wind, etc.), that 
are beneficial the underlying agricultural 
lands whose production therefore inclusive 
the economic equivalent the services ren- 


dered forests. 


SALEABLE PRODUCTION, EXPENDITURES, AND NET PRODUCT AGRICULTURE AND FORESTS (a) 


(current lire) 


Branches production 


and expenditures 
lire 


1949 


AGRICULTURE 


Saleable production 42.94 
Annual bearing tree crops 4.19 
| 
0.08 
Feeds and sundry expenditures for 


Net product agriculture 

| 

| 


FORESTS 


Net product agriculture and forests 


product Italian agriculture and forests for 
1938 (considered normal year), 1947, 1948 
and 1949. 

The first part Table deals with agricul- 
tural, the second with forestry production. The 
calculation the net output forests does not 
take into account the output forage, acorns, 
chestnuts, etc., used feed for livestock; these 
included the net product agriculture 
which inclusive animal husbandry. This 
holds good also for the many protective services 


(8) Op. cit. 


(a) Net product, given this table, includes interests paid 


100.0 100.0 2,426 100.0 2,380 100.0 
29.4 14.9 625 25.8 586 246 
7.5 189 187 7.9 
9.7 205 9.5 199 8.2 220 9.2 
12.7 284 297 307 12.9 
15-9 275 12.7 337 13-9 380 16.1 
5.3 5.1 140 5-9 


100.0 100.0 100.0 100.0 
16.9 13.4 18.7 14-7 

2.7 I 1.2 2 2.5 2 2.9 


the banking system and damage-insurance premiums. 


the other hand, any attempt take into 
account certain factors, which particularly 
exceptional times, undoubtedly disguise the real 
volume the farm products each agricultural 
season, would have given rise difficult pro- 
blems methodology. would have been 
difficult ascertain the rotations for certain 
crops, the biological cycles productivity 
certain plants, the re-employment given 
quantities products the process pro- 
duction, the upkeep and amortization quotas 
required assure the perpetuation the capital 
stock and build again fertility. 
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practice, the lack statistical data other 
hinderance the solution these problems. 

This the justification the system adopted 
understood the amounts that have become 
available for consumption during the year, net 
certain essential and unavoidable outlays 
strictly connected with the process pro- 
duction .The net product understood will 
probably exceed net income years econ- 
omic depression which provision not made 
for due maintenance the capital. the 
other hand will lower than the income 
those abnormal periods which the cultivated 
areas are reduced because lack labour, 
happens the case war; such times the 
increased potential output the uncultivated 
lands not taken into account. 


The data given Table show that 
the contribution made agriculture Italian 
economy whole impressive. 1949 
agricultural net product estimated around 
2,000 milliard lire net national 
product) and agricultural gross saleable pro- 
duction 2,380 million lire. 

that year less than the total 
value agricultural production was accounted 
for raw vegetable products (9), 40% 
animal products, processed vegetable 
products. The ratio raw vegetable products 
the whole agricultural output has declined 
reduction offset the greater importance 
processed animal products. The percentage ac- 
counted for processed vegetable products 
remained practically unchanged. 

However, considering the variations oc- 
curred these percentage values expressed 
current lire from 1938 1949 two re- 
marks are made: 


(a) their declining trend. The divergen- 
ces from 1938 position, noteworthy 1947, were 
considerably reduced 1948 and 1949. This 
would seem confirm that such changes 
should considered war disturbances, now 


gradually disappearing; 


(9) Raw vegetable products sum the following items 
Table cereals (24.6%); legumes, potatoes and fresh vege- 
tables industrial and horticultural crops annual 
bearing tree crops other crops (1.9%). 


the impact price dispersion. The 
value ratios above referred affected 
the marked differences occurred price in- 
crease for the several agricultural 
Thus, the higher ratios (in 1949 compared 
1938) returned for potatoes, green vegetables 
and oil are accounted for actual increase 
quantities produced, the higher ratios retur- 
ned for animal products and wine reflect 
mainly price increase more marked than that 
occurred the case the other products. 

the prices farm products had remained 
unaltered, the value gross saleable agricul- 
tural production would have fallen from 
billion lire 1938 little over billion 
1947 from that year the value 
would have arisen about billion 1948 
(an increase the previous year) 
1948); that year exceeded, only 
little, the 1938 level. 


Owing the difficulties above refer- 
red to, the figures given for expenses Table 
refer those actually disbursed and not those 
that would have been required maintain 
unvaried the value the capital. 

What are the implications this calculating 
system the estimate agricultural income? 
The percentage ratios expenses saleable 
products the several years under consideration 
are follows (10): 

Index Numbers 
Year (1938 100) 


87.4 


Now, generally recognised that 
1938 the expenses for upkeep, repairs, 
were insufficient and that the value agri- 
cultural capital deteriorated, only little. 

There doubt that the war years the 
agricultural capital was heavily reduced, 
especially owing the failure restore soil 
fertility, and the defective maintenance 


(10) These percentage ratios are calculated taking basis 
the value current lire saleable products 
however they are not subject relevant variations, either 
the agricultural the forestry branch, when calculated the 
basis 1938 market quotations. 
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surface soil and stocks. Consequently, 1947 
and-1948 the ratio expenses gross saleable 
production should have been higher than 
1938 the impoverishment ratio agricultural 
capital was maintained the 1938 level. 
the contrary, 1947 and 1948 that ratio 
was lower than 1938. might therefore 
state that the net product 1947 and 1948 has 
been obtained the cost capital disinvest- 
ments proportionally higher than those which 
the net product was obtained 1938. 
1938, 1947 and 1948 deduct from the net 
product ascertained Central Institute 
Statistics the further expenses needed rein- 
tegrate capital, the agricultural income 1947 
and 1948 would show more marked reductions 
compared 1938. 

1949, the ratio expenses gross sale- 
able production returned higher 
figure than that for 1938 this 
while the difference between the 
net product 1949 and that 1938 may 
supposed coincide with that the agricul- 
tural incomes those years, this cannot 
for the net products 1947 and 1948 
compared 1938, nor for the net product 
1949 compared the two previous years. 

1938 lire, the expenditure fertilisers 
and antiparasitic preparations amounted 1947 
only those 1938; the percentage 
But, although the 1949 outlays those items 
lower than 1938, the output raw 
vegetable products practically reached the pre- 
war level. This ascribed the greater 
importance given since the war renewal 
(coltivazioni rinnovo) which help 
increase soil fertility, and also the greater 
importance now given arboriculture which, 
requires less fertiliser than the 
herbaceous crops. 

The expenditure that weighs heaviest the 
total that for amortization and upkeep. 


The low percentage expenditure fertilisers and 
preparations 1947 due the scanty supplies 
The recovery such expenditures 1948 and 1949 
may considered Nevertheless, the nature the 
cultivated soil would require that the ratio expenditure 
fertilisers total expenditure should future conside- 
higher than was 1938, soil fertility suitably 


National Income 


259 


1949 this item accounts for larger ratio the 
total expenditures than 1938. This due 
the one hand the growing use agricul- 
tural machines and the other the need 
devoting larger amounts the upkeep the 
land capital, which, already stated, had been 
neglected during the war years. 

Since the war, the expenditures entered 
under the heading sundry attain exceed 
the 1938 level. Indeed, 1949 particular 
notable increase shown this item, due 
the heavier consumption motor-power and 
lubricants consequent the growing mecha- 
nisation agriculture. 


deduct from the gross agricultural 
saleable production the expenses for upkeep, 
amortization, obtain the net agricultural 
product. 

The data for 1938, 1947 and 1948 are set 
terms the trend agricultural net product 
the post-war period may summarised the 
following figures: 1947 amounted 
1949 had practically attained once more the 
1938 level. Moreover, the net product 1949 
would have shown further increase over 1948 
figure had the incidence expenditure 
saleable production been the same that 
clearly shows that while the net proceeds 
productive activity tend Italy return 
normal, considerable effort being made 
rebuild the economic efficiency the capital. 


The output obtained from forests 
Table shows was valued 1938 1,830 
million lire; 1947 amounted real terms 
89.6% that figure, and this percentage 
fell again 1948 and 1949 
The ratio expenses production stood 
2.7% 1938 and only 1947. This 
shrinkage attributed reduced expen- 
diture the upkeep the forests, item 
expenditure that fell from 1938 
1947. 

1948 the incidence expenditures 
was much the same 1938 and 
1949 that percentage was exceeded, rose 
This would show that attention 
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again being paid the reconstruction the 
national forests which suffered much from ex- 
cessive exploitation during the war years. The 
expenditures this entails are regarded invest- 
ments for the improvement the capital fund. 
Viewed such, they should not entered 
liabilities when assessing the net income, which 
should therefore considered 
higher. 

The item represented wood accounts for 
80°% the total forest output the years 
under consideration; but conclude from this 
that products other than wood are little im- 
portance our forestry economy would mis- 
leading, for must remembered that 
calculating the net forest product the Central 
Institute Statistics has, noted before, 
exluded all non-woody products generally used 
for feeding live-stock, they have been taken 
into account the caulculations made for 
animal husbandry. 

This being the case, the net product yielded 
Italian forests when calculated independently 
the other branches economic activity, dif- 
fers considerably from that which figures 
Table the value being higher than there 
shown. This partly also the important 
contribution made the forests other forms 
economic activity, such agriculture, the 
tourist trade, etc., contribution taken into 
account when calculating the net product per- 
taining those branches. 


The net product the Industry and other 
branches economic activity. The amount 
the national income. 


The net product industrial activities 
amounted 1928 40,640 million lire, exceed- 
ing that obtained the same year 
from agriculture and forests. Had the market 
quotations existing 1938 remained unchan- 
ged the post-war years, the net product 
industrial activities would have amounted 
1947 35,760 million lire 1938 
figure), 1948 39,420 million 
and 1949 44,100 million When 
compared with those for the net product 
agriculture and forestry, these figures show 
and 18.0% 1949 1938). This 


means that the Italian recovery the post-war 
years has been much more marked industry 
than agriculture and forestry. 

the above comparison made 
basis the current market prices find, how. 
ever, that the value the net product 
trial activities represents only that 
agriculture and forests 1947, 1948 
and 1949. Thus, although actual 
industrial product has exceeded all the 
war years under consideration that agriculture 
and forestry much more marked degree 
than 1938, this fact, owing the higher 
rise the price agricultural products, lost 
sight the trend the two sectors 
measured current lire (12). 

This must taken into account when com- 
paring the net product the several economic 
branches post-war years with that 1938, 
wish give the respective data the 
meaning actual productive capacity 


10. The data set forth Table show 
that 1938 manufacturing industries accounted 
for the net industrial product; electric 
power, gas and water supply accounted for 
the building trades for and lastly 
the mining and quarrying industries for 
The above percentages reveal strong disparity 
between the different branches; the share 
longing mining and quarrying 
cant, and this reflected marked deficiency 
raw materials; the share the industries 
engaged the supply electric power, gas 
and water low; and the net product the 
building trades very modest one, especially 
the case dwelling houses. 

The new economic conditions determined 
the war and the post-war period hase reacted 
the distribution the net industrial product 
between the several branches activity. 
Thus, while 1949 there has been 85% 
increase (compared 1938) net industrial 
product whole, the increase has been much 
more marked some branches; the contrary 
the others there have been some 


(12) While the general price-index number for industrial 
products (1938=1) stands 49.4, 52.0 and 46.4 respective 
the years 1947, 1948, and 1949, the price index numbers 
for agricultural and forestry products for those same years stand 
63.8, 61.6 and 55.4. 


of 

to 


ges (13). the case the electric power, water 
and gas, there has been 40% increase, fol- 
lowed for the engineering and rubber 
industries; for the food and related 
trades; for the printing and publishing. 
There has been practically change for the 
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sectors which decline, compared the 
situation 1938, has taken place. The expla- 
nation found the fact that while 
Italian industries were working mainly 
autarchic basis 1938, they are closely linked 
with international markets 1949. 


industries processing non-metallic ores, chemical 
and related trades, building trade and sundry 


11. Setting aside for the moment the 
manufactures. the case the wood, hides 


public sector and the indirect taxes, the net 


NET PRODUCT INDUSTRIAL ACTIVITIES (a) 


(current lire) 


| 


1947 
Manufacturing industries 33.68 82.9 85.6 1,707 1,882 83.9 
. | 
| | | | 
Total 40.64 1,768 100.0 2,039 100.0 2,172 100.0 


(a) Inclusive interests paid banking system and damage-insurance premiums. 


and leather there have been reductions 
more than Metallurgy trades have un- 
dergone shrinkage mining and 
quarrying, textiles, clothing, 
paper, 8.5%. 

These variations, however, not reflect 
for adjusting industrial activity the 
changed national needs. fact, there has been 
aheavier demand for the products just those 


product factor cost the several economic 
branches shown Table III. can 
seen, substantial variations are noted the 
percentage participation the net income 
between 1938 and 1949. Some changes emerg- 
ing 1947 were reduced 1948 and still 
more 1949. The economic sectors which 
play the leading part all the years under 
consideration, are agriculture and forests, ma- 
nufacturing industries and commerce. Taken 
all together they accounted for the 
total 1938, 1947, 81% 1948 and 

The net product private activities reckoned 
the supposition that the market quotations 


(13) These comparisons, that obviously suppose that market 
quotations are the same 1938, have connection with 
the variations identified the index numbers for industrial 
production, These latter relate the flow finished products 
each class economic activity while the variations referred 
consider the said flow, the raw and auxiliary mate- 
employed and upkeep sinking fund quotas. 
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1938 had remained unaltered, and in- 
clusive the value instrumental goods and 
services supplied the public private 
amounts 1947 the 1938 figure, 


NET PRODUCT PRIVATE SECTOR PER BRANCH ECONOMIC ACTIVITY (a) 


country, and which therefore determined 
the net national product market prices. 
may useful classify this part the national 
income under the three following headings: 
(a) private activities, (b) public administration, 


Taste 


(current lire) 


Branch economic 
activity 
lire 


Agriculture Forests 

Fisheries 

Manufacturing 
Services 


0.29 

32.70 
2.66 
3.35 
6.93 

13.63 
3.80 
6.89 
8.07 


1948 
ards 
lire 


1947 


ards 
lire 


1,930 2,119 

1,668 1,770 
150 167 
144 138 
294 349 
616 613 
148 
261 


(a) The figures given this Table are exclusive interests paid banking system and damage-insurance premiums; conse- 
quently they differ slightly from the figures contained Tables and II. 


net product economic activities when com- 
1938 had therefore been reduced 
about 1947; from 1947 1948 
increased and from 1948 1949 
2.9%. thus see that since 1948 Italy’s net 
product, real terms, has risen declining 
rate. 

The branch activity which 1949 had 
higher level than 1938 was, addition 
the manufacturing industries which attention 
has already been drawn, banking and insurance. 
the other hand, there were some reductions 
the case trade and services and very 
marked reduction (from 7.0 the 
case house property owing legal restrict- 
ions placed rents. 


12. If, addition the net product 
the several branches economic activity, 
consider that the Public Administration and 
the yield indirect taxation, are able 
identify, following the criteria adopted the 
Central Institute Statistics, the part the 
national income that obtained within the 


(c) indirect taxes, shown the data given 
Table IV. 

real terms, Italy’s net national product 

1947 the net product private activities 
exclusive the value instrumental goods 
and services supplied the public private 
sector amounted the 1938 figure; 
this percentage rose 1948 and 
1949 the case the Public Ad- 
ministration the percentages 
61.2%, and 64.9%. can 
the productive capacity the Public Adminis- 
tration, though has progressively increased 
the post-war years, still markedly below 
that 1938. The yield indirect taxation, 
the other hand, seen respectively equal 
51.9% 1947, 1948 and 83.9%, 
1949. are led therefore the conclusion 
that post-war years fiscal pressure Italy 
affects productive activity definitely less 
degree than pre-war period. 

Obviously, these developments react the 
percentage participation the private sector, 


(= 
lire 
28.2 
2.9 2.5 
7.0 0.4 
| 


sition national product. 


the total; the remaining was accounted for 
the public administration and the 
yield indirect taxation 1947 the 
ratio the net product the public adminis- 
tration the total fell about and that 
indirect taxation about the other 
hand the contribution net national product 
made private activities increased 


Italy’s National Income 
ublic sector and indirect taxes the compo- 


1938 the net product obtained from pri- 
vate activity represented approximately 


NET NATIONAL PRODUCT MARKET PRICES 


(current lire) 


(a) The figures for net product private activities given this table are exclusive the value instrumental goods 
and services supplied the public private sector; consequently they differ from the figures contained Table III. 


NATIONAL INCOME 
(current lire) 
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which, taken together, form the national in- 

come. These data are set forth Table 
The contribution made Italy’s national 

income foreign items consisting net in- 


comes from abroad and donations small 
1949). Indeed, Italian capital invested 
abroad negligeable amount, unless 
choose consider the human capital represented 
the emigrants. their case, already 
stated, only their remittances, their savings 
that have actually entered the national territory, 
have been taken into consideration assessing 
the national income. 

compared the figures for 1938, don- 
ations have acquired the post-war years 
quite special importance. them that 
must ascribe those years the marked increase 
the external component the national 
income, whose ratio the total passes from 
0.2% 1938 3.2% 1947, 3.6% 1948 
and 1949. has already been stated, 
imports consisting donations should 
interpreted the economic equivalent special 


Taste 


Thus the reactions World War were 

. 

felt 1947 the form reduction fiscal 

pressure and the stagnation the activities 

the public administration. 1948, and still 

more 1949, these phenomena were 

however greatly reduced. 

13. If, above stated, take into con- 

sideration, besides the net national product 

market prices, the net incomes obtained from 

abroad then have the two component parts 

/ 

Component Parts Milli- 

ards 

lire 

Net income from abroad and donations 0.31 


Milli- 
96.8 6,316 96.4 6,719 97.6 
0.2 180 237 166 2.4 
100.0 5,600 6553 100.0 6,885 


1938 1948 1949 
1947 1948 1949 
i 
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services exported favor those who have 
made the grants, Looked such, they ac- 
quire the significance remunerations and 
this justifies their inclusion among the items 
the national income. 

The facts above set forth, lead the 
conclusion that Italy’s national income arises 
very large extent, not exclusively, from 
the productive activities (goods and services) 
exercised the national territory. After the 
parenthesis the war years (from 1940 1945) 
marks clear upward trend, rising (1938= 
from 78.4 1947 90.7 1948 and 
96.5 1949. take into account the 


growth the Italian population from 1938 
1949 (14) and the greater needs that 
accompany the advance social organisation, 
must agree that the national dividend 
Italy 1949, though closely approaching (in 
real terms) the pre-war one, cannot however 
given optimistic interpretation, and 
therefore hoped that the near future 
may secure further marked increases, 
assure more adequate standard living. 


(14) From December 1938 December 1949 Italian popula- 
tion rose 2,364 thousand unities passing from 43,776 
46,140 thousand unities (+5.4%). 


Foreign Trade 1950: 


January-September 


GIULIO PIETRANERA 


This survey illustrates the most recent trends 
Italy’s foreign trade, with particular reference 
its developments monetary areas political zones, 
pointing certain current problems Italian inter- 
national exchanges and more especially the changes 
occurred its geographical structure the first 
months 1950 compared the corresponding 
period 1949. few cases only reference 
made 1938. 

The period dealt with (January 1-September 30, 
1950) special importance throws light 
the consequences the September 1949 monetary 


ITALY’S FOREIGN TRADE: 


IMPORTS, EXPORTS, DEFICIT 1949 AND 1950 QUARTERS 


The Italian balance trade for the first 
months 1950 closed with deficit 144,397 million 
lire compared one 213,000 million for the 
corresponding 1949. The deficit was thus 
reduced 32.87 (see Table col. 11, and 15). 

Imports the first months 1950 were valued 
666,334 million lire against 684,578 million 
1949 (1st months), thus marking reduction 
2.64°% (see Table col. and 5). The value 
exports rose 521,937 million (1949: 471,588 million) 
showing increase (See Table col. 
and 


(millions lire) 


crease 
decrease 
1950 


1950 


220,560 5-45 162,886 


521,937 


Total 


+ 


Source: Statistica del commercio con Central Institute 


devaluations and the growing effects the libe- 
policy for the European trade. The period 
also covers the transition from seller’s buyer’s 
market, the first half the year, and its rever- 
sal the Korean war. 

The basic figures are those published the Cen- 
tral Institute Statistics (1) Italian lire. The 
dollar figures have been excluded, the variations 
the Italy’s imports and exports 
calculated must considered definitely mislead- 
ing (2). 


See more especially the Statistica del Commercio con 
Central Institute Statistics, Sept. 1950, No. 
(2) The figures expressed dollars, and more especially the 
Percentages variation, lead very different results from 
those expressed lire, For instance, Italian exports would 


Deficit 


crease 

crease 

1950 to! 


crease 
decrease 

1950 

1949 

| 


Statistics, Series No. 1950. 


have risen the first months 1950, compared the 
corresponding months 1949, from 471,5 521,9 billion 
and would have fallen from 847,8 839,4 million 
dollars 

These different results are due the depreciation the 
several currencies September 1949 and the system followed 
converting imports exports into lire into dollars, 

January 1948, the values imports and exports, 
usually returned the Customs’ foreign ourrency, are con- 
verted the Central Institute Statistics the following 
manner: 

(a) lire, the basis export exchange rates the 
exchange rates for clearing and reciprocity transactions (as com- 
municated the latter case month the Italian Exchan- 
the case currencies for which official ex- 
change rate quoted, cross-rate used calculated the 
basis lira-dollar export exchange rate and the dollar parities 
the several currencies; 

(b) dollars, using the average monthly dollar quota- 


| i 
I { 
| 
| 
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The analysis Table which indicates the 
quarterly trend trade exchanges and the deficit 
the first months 1950 and 1949 leads the 
following considerations: 


(a) the marked reduction the deficit the 
first months 1950 due above all increased 
exports. this period, while the decline imports 
contributed the reduction the deficit the ex- 
tent 19,044 million lire, the contribution made 
exports was more marked, for they increased 25,769 
million lire (see Table col. and 6); 


(b) 1949 months) imports were shrinking. 
After rise the second quarter compared 
the first, the 3rd quarter showed decline com- 
pared the 1st (see Table col. and 4). 
There was also decline exports the second 
quarter, and the third. (See Table 
col. and 9). 


1950 months) imports fell off steadly and 
growing ratio: the second quarter and 
the third, compared the first (see Table 
col. and 2). the other hand, exports rose 
rather high rate: the second and the 
third quarter. 

The essential features the current trend Italian 
foreign trade can therefore summed follows: 
there was more marked and steadier decline 
imports 1950 than 1949, and net rise ex- 


ports instead the decline noted the previous 
year. This trend confirmed the export-import 
ratio during the two periods (see Table 


tions the severai currencies published the International 
Financial Statistics the International Monetary 

September 1949, our dollar export exchange rate has de- 
preciated lesser extent than was the case many other 
currencies, Therefore, the Italian lira has now pur- 
chasing power terms dollars, but higher purchasing 
power terms currencies many other trading countries. 
This has led shrinkage our import and export values, 
expressed dollars, which has amplified the downward 
imports, while converting the growth exports into de- 
cline. 

Under present conditions, values exports can only 
roughly express our reduced purchasing power terms 
revalued dollars while the value our imports shows our 
smaller foreign exchange disbursements, Thus, compare 
the first months 1950 the corresponding period 1949, 
find that exports, already stated, have increased 
10.7% lire and shrunk 1°% dollars, that say the 
Italian purchasing power dollars has fallen that extent, 
the other hand, the value imports has fallen and 
the dollar value 12.50%, result the higher purchasing 
power the dollar compared other currencies. 

sum up, the dollar values are only the results the 
changes the exchange rates all the currencies the coun- 
tries with which Italy trades, compared the 
any case, reading our foreign trade data, their relative 
racter should remembered and the different significance they 
acquire according the currency which they are expressed. 


PERCENT RATIO ITALIAN EXPORTS IMPORTS 


the first months 1950 exports covered 
imports against the corresponding 
months 1949 and smaller percentages the 
previous years. But what most noteworthy the 
steady growth the ratio from the second quarter 


brief analysis Italian foreign trade 
the end September 1950, classified monetary 
areas political zones set forth Tables III 
and may help give picture the general 
structure Italian commercial currents the eve 
the new economic phase started with the Korean war. 

Table III specifies Italian imports from January 
September 30, 1950, compared the same period 
the previous year and 1938 for the: 


Sterling area; 
Dollar area; 


O.E.E.C. countries (as whole only 
tinental »); 


East Europe (Finland excluded); 
Other countries. 


The countries are listed under their respective 
groups, according the value imports. Table IV, 
dealing with exports compiled the same lines. 

the following paragraphs some remarks will 
made the several monetary and political areas 
for the period under consideration. 


from the sterling area have risen 
(from 110,827.7 116,378.9 million 
while exports have declined 
million lire). 

The increase total imports from the sterling 
area the result contrasting trends the trade 
with the several member countries. 

There has been marked increase 
purchases the United Kingdom from 
24,956.5 38,655 million lire). relatively large 
increase has occurred also the case Pakistan 
from 6,571.9 million lire), 
from 10,024.6 6,239.8 million lire). British Malesia 
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has also contributed the import rise 34.35%, 
from 6,299.9 8,464 million lire). 

the other hand, Italian purchases Australia 
have fallen off (from 40,781.8 25,859.1 
million lire); those from Egypt (from 
15,469.7 11,288.7 million lire), and those from India 
and the Union South Africa and 26.49% 
respectively (India from 10,024.6 6,239.8 million 
lire; Union South Africa from 10,523.7 7,735.9 
million for the groups merchandise, 
the decline has occurred more especially for imports 
Australian and South African wool and Egyptian 
cotton, which have fallen off respectively volume 
9.22%, 47.50% and 11%. 

The decline Italian exports the sterling area 
has affected almost all the component countries, with 
the exception the United Kingdom 
from 49,668.2 63,490.8 million lire), Australia (3) 
from 6,156.5 13,704.5 million lire) and 
the Union South Africa 189.28 from 2,800.8 
8,102.1 million lire). The shrinkage has been more 
especially marked the case Egypt 
45.26%, from 17,681.9 9,678.4 million lire); 
India from 18,117.9 7,792.7 million 
lire), and Irak from 6,040.3 3,232.9 
million lire). 

sum up, the depreciation the pound sterling 
has only slightly increased Italy’s total imports from 
that area (about but has greatly affected direct 
trade relations with the United Kingdom, imports 
from which have increased nearly This 
certainly due part two other factors, i.e. the 
fuller use Italian frozen sterling credits and the 
gradual liberalisation European trade. 

the case exports, the expected reduction after 
the devaluations September 1949, has amounted 
for the whole area 4.69°/, during the period under 
consideration, but Italy’s exports the United King- 
dom itself have increased less than 

This expansion Italian trade with Great Britain 
has contributed the increasing concentration her 
trade within the group the O.E.E.C. 

The trade balance with the sterling area closed 
the end September 1950 with surplus 33,356.9 
million lire Italy’s favor (1949: 46,229.5 million) 
showing reduction over that for the 
first months the previous year. the case 
the United Kingdom the balance showed surplus 
24,835.8 million lire, being increase 0.50°/, 
over the 24,711.7 million for the first months 1949. 

The sterling area accounted for Italy’s 
total imports and for 28.83°/, her total exports, 
against and respectively the previous 


(3) The expansion Italian exports Australia due 
the marked increase her exports cotton fabrics and other 
manufactured goods (+79 volume), woollen fabrics and 
manufactured goods synthetic fibre fabrics and ma- 
nufactured goods synthetic fibres and waste 
sulphur and sulphur ore 


year. The percentage participation has thus increased 
the case imports and decreased that ex- 
ports. the case the United Kingdom, however, 
the percentage for imports rose the total 
against while the percentage for exports 


Imports from the dollar area the months 
under consideration have fallen off (from 
295,235-1 million 221,249.6 million lire); the 
other hand, exports have increased 33.60%, rising 
from 46,157.8 61,667.5 million lire. 

The total reduction Italian imports from the 
dollar area mainly accounted for 
smaller purchases from the United States 29.35%, 
from 254,433 179,756.1 million lire), and lesser 
degree from some countries less importance for 
Italian foreign trade, such Uruguay (—17.70%, 
from 4,389.6 3,612.5 million lire) and Canada 
63.27 from 5,643.4 2,072.6 million lire). 

the other hand Italian imports have increased 
the case Brazil from 10,614.1 
13,291 million lire), Chile from 4,185.2 
million lire) and from Mexico 4.08%, 
from 4,624.2 4,812.9 million lire), while Japan has 
now returned occupying the 8th place the list 
Italian purveyors the dollar area. However, 
the percentage increase imports from Japan 
must attributed the insignificant 
figure for our imports from the country the first 
months 1949 when they stood only million 
lire (as against 979.6 million 1950). 

the case Italian exports, the average increase 
amounting due the United States 
from 18,604.9 29,690.6 million lire), and 
Mexico from 1781,4 3853.1 million 
lire). These increases neutralised the reduction 
Italian exports other main dollar countries such 
Brazil from 8,987.1 6,144 million lire), 
Chile from 1,198.7 707.3 million lire), 
and Japan from 1182.6 295.6 million 
lire). 

The notable percentage increase exports the 
United States, though significant itself and above 
all promising, has not yet brought our sales 
American markets from their level secondary im- 
portance our world trade. They account for only 
total Italian exports (see Table IV). But 
anyhow the heavier volume some the Italian 
products sold the U.S.is noteworthy (see Table V). 

can seen Table the volume some 
typical Italian exports has risen considerably. Among 
these are hats and caps, tomato paste, canned and 
prepared fruits and vegetables, edible oliver-oil, fresh 
fruit. the other hand exports citrus fruit have 
declined. 

The trade deficit with the dollar area has been 
reduced, but still much heavier than those with 
other monetary folitical areas. For the period 
January 1-September stood 159,582.1 
million lire against 249,077.3 million for the cor- 
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IMPORTS COUNTRIES: 1942 AND 1950, FIRST NINE MONTHS 
(millions lire) 


Countries 


IMPORTS Total 


Sterling Area Total 


Main Countries: 
United Kingdom 
Australia 
Egypt 
British Malaya 
South Africa 
Pakistan 
New 
Irak 
Etiopia 
Hong Kong 
Italian Colonies 


Dollar Area Total 


Main Countries: 


United States 
Brazil 

Chile 

Mexico 
Uruguay 
Venezuela 
Canada 
Japan 


Countries Total 


Germany 
France 
Switzerland 


Belgium-Luxemburg 


Austria 
Sweden 
Netherlands 
Norway 
Turkey 
Portugal 
Greece 


East Europe Total 


Poland 
Yougoslavia 
Czechoslovachia 
Hungaria 
Bulgaria 
Rumania 


Other Countries Total 


Argentina 
Arabia 
Iran 
Tunisia 
Finland 
Morocco 
Syria 
Spain 
Lebanon 
Algeria 
China 


1938 


8,541.6 


536.4 
181.6 
124.9 
155.2 

75-9 


201.2 


59-2 
29.8 


119.2 
1,470.1 


1,036.2 
92.8 
135.0 
13.6 
49.2 
29.7 
24.5 


35547-2 | 


2,325.1 
175-3 
256.5 
121.7 

(b) 
164.9 


(a) 


100.00 
24.86 


6.36 


2.16 | 
1.48 


0.90 


2.38 


0.70 
0.36 


17-45 


1.60 
0.17 
0.58 
0.16 


0.29 


41.76 
27-60 


2.08 
3.04 


1.44 


1.96 


0.29 


0.96 


1.97 


0.98 


11.63 


2.56 


0.08 


2.68 


1.63 
| 
2.25 


5-70 


2.46 


0.39 


0.95 


0.20 
1.67 


(c) 


0.16 
0.27 


1949 


10000 
16.32 


3.67 
6.00 
2.27 
6,299.9 0.93 
10,523.7 1.54 
2,032-4 0.30 


10,024.6 1.47 
2,757-3 0.40 


1,291.8 0.19 
1,661.7 0.24 

403-4 0.06 
5,235.2 0.77 


43-45 


10,614.1 1.56 


4,815.2 
0.68 


4,389.6 0.65 


1,813.6 0.27 
5,643.4 0.83 
59.0 0.01 


130,314.8 19.18 
3.88 
15,461.0 2.27 
18,995.0 2.80 
2.71 
14,279.6 2.10 
1.62 
5,980.7 0.88 
4,520.9 0.66 
2,676.3 0.39 

0.26 
2,497.8 


41,480.6 
17,781.3 


4,988.4 0.73 
6,905-6 


2,477.7 0.36 
1,345.7 0.20 


116,674.8 17.17 


39,564.8 5.82 
8,474.6 
13,275.1 1.95 
2,654.2 0.39 
0.21 
2,380.7 0.35 
772.3 
3,420.5 0.50 
740.6 
1,069.1 0.16 
485.2 0.07 
2,637.6 0.39 


(22.96) 


1950 


666,344.0 
116,378.9 


38,655.0 
| 6,571.9 
6,239.8 
2,628.4 
1,078.9 
948.4 
606.0 
5,577.6 
| 


179,756.1 
13,291.0 
4,812.9 
3,612.5 
2,802.3 
2,072 
979.6 
184,417.8 
53,347-7 
29,298.6 
24,251-7 
23,935.0 
18,355.0 
10,184.9 
5,869.1 
5,409.3 
4,821.9 
3,610.4 
3,109.8 
2,224.4 


8,487.8 
6,668.0 
5,522.9 
5,410.0 
4,821.8 

239,2 
109.8 

16,156.7 

636.1 
7,228.1 
3,324.9 
1,599.7 
1,157.7 

910.3 
891.0 
486.2 


increase 
decrease, 


1950 1949) 


2.64 
4-97 


54.89 
26.59 
23-03 
34.35 
26. 
223.36 
37-76 
4-67 


(a) These percentages been calculated the total exclusive the trade with Colonies, 
(b) Included Germany, 
(c) Included Siria, 
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EXPORTS COUNTRIES: 1938, 1949 AND 


Italy’s Foreign Trade January-September 


(millions lire) 


1950, FIRST NINE MONTHS 


Countries 


EXPORTS Total 


Sterling Area Total 


Main Countries: 
United Kingdom 
Egypt 
Australia 
Pakistan 
South Africa 
British Malaya 
British West Africa 
British East Africa 
Malta 
Aden 
Ethiopia 
Italian Colonies 


Dollar Area Total 
Main Countries: 
United States 
Brazil 

Venezuela 

Mexico 

Canada 
Uruguay 

Chile 


Continental O.E.E.C. Countries 


Germany 

France 

Switzerland 

Austria 
Belgium-Luxemburg 
Sweden 

Turkey 
Netherlands 

Greece 

Denmark 

Norway 

Portugal 


East Europe 


Yougoslavia 
Poland 
Czechoslovachia 
Hungaria 
Rumania 
Bulgaria 


Other Countries Total 


Argentina 
Israel 
Syria 
Lebanon 
Iran 
Spain 
Algeria 
Morocco 
Indonesia 
Tunisia 
China 
Finland 


1949 


100.00 471,588.0 


26.91 


2.75 24,231.5 
0.89 6,156.5 
1.18 2,800.8 
0.24 6,550.4 
33.6 0.56 6,040.3 
4.1 0.07 2,109.0 
15.3 2,480.4 
222.5 3.70 
1,504.9 25.06 2,633.1 


886.0 46,157 9.84 


554.9 9.24 604.9 3.97 


0.46 

26.9 0.45 2,574.0 0.55 

40.5 2,384.9 0.51 

42.9 0.71 1,198,7 0.25 
1,469.2 24.46 34,873.4 7.44 
379 17,298.3 


350.3 25.825.6 5.51 
(b) 12,289.8 2.62 


96.3 9,597-5 2.05 
53.2 4,066.8 0.87 
97.7 9,065.7 1.93 
72.3 1.61 
25.0 1,462.8 0.31 


0.5 1.16 


97.8 2,729.8 0.58 
88.7 790.6 0.17 


328.0 .52 12.97 

2,073.3 0.44 

3,888.4 0.83 

31.6 715.0 
2.7 


822.2 0.17 
0.28 


7-4 
36.9 
28.5 
10.8 452.0 0.10 
1,463.4 


10.4 
27.1 


2,768.4 0.59 


919.2 


1950 


100.00 


28.83 
63,490.8 
19,660.2 
13,704.5 2.64 
9,678.4 1.86 
1.50 
1.56 
5,926.4 1.14 
3,232.9 0.62 
2,325.4 0.45 


increase 


| 


2,015.5 0.39 


0.28 
792.6 


438.7 0.08 


2,637.5 
11.88 


29,690.6 5.72 
6,144.0 
4,751.9 0.91 
0.74 
0.50 


2,075.6 0.40 


O.14 


8.58 


34,832.2 


15,219.6 2.93 


14,065.1 


12,163.1 2.34 
8,594.6 
7,729.8 


5,921.3 1.14 
5,162.9 0.99 


9,242.7 | 1.78 
8,037.7 1.55 


10,130.2 1.95 


0.90 
3,473.0 0.67 


1,287.8 0.25 


0.22 | 


68,001.1 


5,212.8 1.00 


4,209.9 


1,446.6 0.28 


1,660.2 
1,376.2 0.26 
1,269.2 0.24 
915.5 
632.9 0.12 
379.8 0.07 
0.65 


(a) These percentages have been calculated the total exclusive the trade with Italian Colonies, 


Included Germany. 


1,688.3 0.32 


decrease, 


10,68 


18.87 
122.60 
45.26 
56.99 
189 
953 
42.86 
4.43 
41.76 
61.32 
60.20 
0.17 


59-58 
116.30 
12.96 
41.00 


(37-24) 
40.68 


27.73 
170.25 
34.87 
23.84 
21.43 
26.73 
17.31 
14.82 
31.87 
55.38 


70.01 
32.24 
19.02 
27.23 
62.89 

3.62 


24-45 


41.40 
8.27 
102.32 
39.02 
34.84 
67.38 
3.56 
0.40 
40.02 
72.79 
132.77 


~/~ 
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MAIN EXPORTS THE U.S.A.: CHANGES FROM 
1949 1950 


(quintals) 

Fruit, processed legu- 

Canned tomatoes 2,771 10,375 273 
21,380 81,890 189 
Fabrics and processed 

hemp, linen and juta 11,081 20,359 
Fabrics and processed 

Musical instruments 2,807 4,674 


responding months 1949, thus showing reduction 
Rearmament policies are likely lead 
further growth Italian exports the dollar area. 
The new world situation which has arisen since the 
outbreak the Korean war likely consolidate 
the revival Italian exports, more especially the 
case the United States and Canada whose industrial 
potential being largely devoted rearmament pur- 


Trade with the O.E.E.C. countries has ex- 
panded especially the case imports, which for 
the whole that group, inclusive the United 
Kingdom, Ireland and Iceland, show increase 
rising from 968.4 million lire; 
against for exports which rose 
from 195,920.7 269,185.1 million. For the continent- 
countries alone the increase stood rising 
184,417.8 million lire, while the 
case exports the percentage increase stood 
204,535.5 million lire). 

Italy has increased her purchases from many 
the more important O.E.E.C. countries, such 
Germany from 26,349.1 53,347-7 milli- 
lire); France from 15,461 29,298.6 
million lire); from 
18,412.7 23,935 million lire); Austria 
from 14,279.6 18,355 million lire); and Switzerland 
from 18,995 24,251.7 million lire). 
There has been decline the case Holland, 
Greece, Denmark and Sweden. 

Thus, among the O.E.E.C. countries, Germany 
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shows the highest percentage partecipation Italy’s 


total imports (8.07 %), followed France (4.43 
Switzerland and Belgium-Luxemburg 

Exports the O.E.E.C. countries have also 
panded almost all directions, notably France 
(+170.25%, from 46,749.3 million lire), 
The only exceptions are the case Norway 
31.87%, from 7,577.6 5,162.9 million lire) ana 
Holland from 9,065.7 7,729.8 milli- 
lire). 

The Italian trade balance with the 
O.E.E.C. countries closed the end September 
1950 with surplus 20,117.7 million lire against 
one 14,688.3 million 1949, the increase thus stand- 
ing 36.96%. 

the first half 1950 trade with this group 
countries accounted for total imports and 
for total Italian exports. The 
ing percentages 1949 were and 
respectively, 

The notable increase our trade with the O.E.E.C. 
countries and its concentration the European con- 
tinent undoubtedly reflect the progressive development 
the trade liberalisation policy (see Tab. 


PERCENTAGE PARTECIPATION CONTINENTAL 
EUROPE AND COUNTRIES THE WHOLE 
ITALIAN FOREIGN TRADE (a) 


1949 
Continental O.E.E.C. 


(a) Imports plus exports, 


Table shows, the share the European 
continent Italian trade increased 
the first months 1950 compared the cor 
responding period 1949, while the share the 
O.E.E.C. whole group rose The growth 
the share the Continental countries was 
somewhat higher 


Italian trade with East European 
(Finland excluded) fell the case imports 
(from 41,480.6 31,259.5 million lire). The 
Soviet Union and Hungary were exception; im- 
ports from the former rose from 4,988.4 
million lire and those from the 
from 4,821.8 million lire With 
all the other countries that group the figures fell. 

Exports increased all their value 
the case imports, Italian sales the Soviet Union 
increased rising from value 5,436.5 
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million lire Exports Czechoslovakia 
declined from 5,772.6 4,674.6 million 
10,130.2 million lire). 

the end September 1950 Italy’s trade balance 
with East Europe closed with surplus 6,737.6 
million lire against deficit 8,623.3 million 
1949. 

compared the corresponding months 1949 
East Europe’s share total Italian imports fell from 
7.32%. 


The commercial areas generally referred 
other include many countries varying 
widely one from the other that not lend them- 
further grouping. With the exception 
Finland and Spain, they belong overseas areas. 

Imports from these countries have declined 
342%, falling from 116,674.8 113,038.2 million lire; 
more marked has been the decline exports 
which amounts (from million lire 
1949 68,001.1 million 1950). This trend 
corresponds that noted 1949 when the value 
imports declined compared 1948 and 
exports 10.68%. 

The features our trade with other countries 
mainly the trend the trading relations with 
Argentina which ranks first this group, accounting 
for Italian imports and her 
exports. the sharp fall exports Argentina 
from 60,860.6 35,421.5 million lire) 
that the marked decline Italian trade with other 
countries must ascribed. the case 
imports the reduction stands only (from 
36,521.2 million lire). Consequently, 
surplus Italy’s favor 21,295.8 million lire 30th 
September 1949 has been changed into deficit 
million. 

There has been notable increase Italian im- 
ports from Saudite Arabia from 8,474.6 
16,156.7 million lire) which now accounts for 
Italy’s total imports, contrasted decline 
exports that country from 621.8 
million lire). Mention should made the 
growing trade with Tunisia, Finland, and Syria. 

Trade with Spain has fallen off the 
case imports (1,599.7 million lire the first 
months 1950 instead 3,420.5 million 1949) 
and the case exports (from 2,547.9 
1,660.2 million lire). 

The trade balance with other countries closed 
September 30, 1950 with deficit 53,037.1 million 
against one 26,207.2 million 1949, being 
increase 


Table VII shows the percentage participation 
its variations) our total foreign trade for the 
More important countries, arranged the order 


which they stood the first months 1950. 
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The largest shares Italian imports fell 
order importance the United States, Germany, 
United Kingdom, Argentina, France, Australia, Swit- 
zerland, Belgium-Luxemburg, Austria, and Saudite 
Arabia. 

The most notable increases are those for Germany 
United Kingdom (+59.40%), France 
and Saudite Arabia There 
was reduction the shares the U.S. 27.37%), 

Italian exports were purchased order im- 
portance the United Kingdom, France, Ger- 
many, Switzerland, Argentina, United States, Egypt, 
Austria, Belgium-Luxemburg, and Australia. 

The shares taken the following countries show 
marked France where our 
sales made surprising progress, United Kingdom 
Germany and Switzerland 
(+21.77%). have already referred the progress 
made Australia The reduction was 
marked the case Argentina 47.42%) and 


VII 


PERCENTAGE PARTICIPATION EACH COUNTRY 
THE WHOLE IMPORTS EXPORTS 


1949 lire) 
IMPORTS 
| 
EXPORTS 


Egypt 26.89%). The insignificant participation 
Spain Italian foreign trade noteworthy (imports 
the total and exports especially 
when compared prewar trade figures (1938: im- 
ports 1.67% total, exports (see Tables III 
and IV). 


10. Table VIII shows the percentages which 
exports cover imports the several monetary areas 
political zones and leading countries, arranged 


ean 
the 
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Vith 
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their order importance markets for Italian ex- 
ports. 

Italian exports the sterling area, which the 
first months 1949 stood imports, 


VIII 
PERCENT RATIOS EXPORTS IMPORTS 


Monetary areas, increase 
political zones and decrease, 
countries 

' 


Sterling area 

Dollar 

O.E.E.C. countries 

Continental 
countries 

East Europe 

Other countries 

Germany 

United Kingdom 

Argentina 

France 

Australia 

Switzerland 

Belgium-Luxemburg 

Austria 

Saudi-Arabia 


corresponding period 1950. This was result 
the decline exports accompanied 
heavier imports 

Italy’s surplus the trade with the United King- 
dom also declined the cover percentage 
falling from 161.53%. 

the case the dollar area the ratio exports 
imports the first months 1950 stood 
being increase over 1949 level, 
when stood The increase relatively 
notable and reduces our traditional deficit with that 
area. The reduction largely accounted for the 
United States with whom our percentage cover 
rose from 7.48 13.66%. The gains are still small 
but they clearly the recovery Italian ex- 
ports the American market. 

the case the O.E.E.C. countries the 
European Continent, there was slight reduction 
(—0.62%) the export-import ratio which still 
however slightly favourable (1949: 
1950: The figures for France are somewhat 
surprising. the first months 1949 our exports 
exceeded our imports from that country; 
the months 1950 the export- 


import ratio reached being increase 


The leading Continental O.E.E.C. countries have 
affected the total result sometimes reducing and 
sometimes raising their ratios. the case the 
countries listed Table III the following variations 


have occurred: Germany 38.34%, falling from 
134.61 France rising from 
113.33 Switzerland +6.61%, rising from 
136.84 Austria 2.36%, failing from 
85.71 83.33%. 

Italy’s trade deficit with East European countries 
has been converted into surplus the first nine 
months 1950. From January September 
1949 the ratio Italian exports imports stood 
the corresponding period 1950 
decline imports (see Tables 

The ratio exports imports with other 
ries» has declined 21.06% (falling from 76.92 
But such general index means little 
the case such heterogeneous group countries, 
The specific figures for the two more important count- 
ries the group are follows: 


(a) The value Italian exports Argentina 
was slightly below that the imports the first 
months 1950, leaving trade deficit 1,109.7 
lire (see Tables Consequently, Italian 
exports, which the first months 1949 exceeded 
imports only covered them the extent 
83.01% 1950. This chiefly due the marked 
decline the value our exports Argentina 

(b) the end the third quarter 1950 
Saudite Arabia was holding the place among the 
countries exporting Italy. the first months 
1949 Italian exports covered our imports. 
1950 the ratio fell being reduction 
This due the one hand heavier 
imports rising from 8,474.6 
16,156.7 million lire), more especially mineral oils, 
and the other reduced exports. 


11. The reduction the trade deficit which 
cannot course interpreted being itself 
symptom improvement Italian foreign trade 
favorable the domestic economic situation. 
form opinion this point, the several groups 
imports for which reduction noted and the 
groups exports that have increased declined 
are considered. Table shows the volumes 
for the more important groups commodities com- 
pared with the corresponding figures for the previous 
year. 

the case imports, are immediately struck 
the marked decline foodstuffs and raw materials 
for their preparation (wheat, corn, flour, etc.), for 
wool and coal. The largest increases are those for 
raw materials for the metal trades (copper scrap, iron, 
pig iron, scrap iron, metallic ores, aluminium and its 
alloys, etc.); machinery, auto-vehicles, ships and tugs. 
orts mineral oils, gums and resins, and chemical 
products have also increased. 


7.48 13.66 82.62 

J 


Italy’s Foreign Trade 1950: 


ITALY’S IMPORTS AND EXPORTS 
THE FIRST NINE MONTHS 1950 
COUNTRIES 


(Milliards lire) 


NCE 


le 
pi’ 


=10 milliard lire 


Only the countries with volume with amounting more lire 
are indicated. 
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This would indicate that the reversal the eco- 
nomic trend has intensified purchases raw materials 
for industry against those foodstuffs. This 
change has course affected the terms trade (see 
Table view the accelerated rate the 
rise imported raw materials prices from June 
November 1950). 
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for the country’s economic development. This trend 
market. 

would however call attention the fact that 
the comparisons are drawn between the first months 
1950 and the first months 1949, and that they 
are therefore affected the trend the previous 


MAIN IMPORTS AND EXPORTS: CHANGES FROM 1949 1950 


Oct. 
1949 


Oct. 


Economic Groups 
Decreasing 


1950 


1949 


Economic Groups 


1950 
1949 


EXPORTS 


Cotton yarn 28,252 
Machinery and apparatus 


Motor-cycles and velocipedes 35,427 
Railway and road cars 42,402 
Paper and paperboard 13,813 


Inorganic chemical products 12,374 


| 
| 


Citrus 269,365 


Potatoes 


Cheese 
Sweetmeats . 
Rice 


16,140 
4,093 
183,029 
92,273 
221,363 
25,159 
13,453 
257,422 
62,865 
14,748 


10,834 
1,346 
103,964 
61,826 
177,160 
16,075 
486,450 
3,784 
246,770 
42,300 
3,732 


Fresh vegetables 

Canned 

Wine vermuth 

Olive oil 

Fresh fruit 

Hemp, linen juta fabrics 

Cotton fabrics finished 
ducts 


35,608 
Motor Vehicles 


19,846 


22,441 
16,966 


IMPORTS 


Wheat 


55,079 


Greasy wool 
Soured wool 


Coal 


Coke 


decline exports occurred for products 
other than foodstuffs, and for the raw materials 
required for their manufacture (cotton yarns, inor- 
ganic chemicals, road and railway rolling stock, etc.). 
There has been considerable improvement the 
case the other groups, more especially the case 
foods (especially confectionary, rice, fresh fruit 
and vegetables, wines and cheeses, olive-oil and fruit; 
however, exports citrus fruit fell off Note- 
worthy also the imcrease exports fabrics made 
hemp, flax, jute and cotton, and auto-vehicles. 

The impression received from these variations 
that Italian export trade getting growing support 
from its traditional items, with the consequent 
shrinkage the more recent ones special interest 


Metallic ores 


Copper scrap 


414,362 
616,695 
9,190 
57,219 
60,273 
2,647 


251,244 | 
329,245 
430,696 
3,814 
39,440 
27,027 


Tron 
Iron, pig iron and steel 


Copper and related alloys 
Machinery and Apparatus 
Ships and tow-boats 
tons) 
323 


90,003 238,754 
3,383 13,942 
2,540,334 
19,514 
66,780 117,063 


Mineral oil 
Chemical products 


year. New data may modify the situation which was 
apparent the end September 1950. 


foreign purchasing power seemed 
say the least stationary the end June 
1950. that time the increased value Italian 
exports was accompanied their volume. 
the other hand, the lower value imports was 
matched slight increase their volume. 
both cases this meant fall both import prices 
(advantageous Italy) and export prices (to her 
disadvantage). this connection the averages given 
Table should referred to. 

The average index number for the volume 
imports rose from 118.1 1949 1950, while 


| + 204) 
+ 50} 
+ 6} 
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the index number for prices paid fell from 95.4 
favorable trend was the expression the 


IMPORTED AND EXPORTED GOODS: QUANTITIES AND PRICES 


from 99.8 1945 118.5 1950, while the prices 
exported commodities fell from 104.4 96.1. This 
would show that the expansion that occurred 


(Index numbers, monthly average 1948= 100) 


108.4 


Exports 


Quantities Prices 


1949 1949 


102.8 108.6 
100.4 107.2 
103.6 130.2 108.4 
94.2 
131.7 103-0 


118.5 104-4 


' 


Source: Central Institute Statistics Statistiche del Commercio con Nos. 5-6-7. 


was able avail herself all the more readily thanks 
the spread liberalisation European trade. 
index number for the volume exports rose 


TERMS TRADE 


(monthly average 1948-100) 


Month 1949 


(General index) (a) 


1.08 


Raw material index 


September 0.876 
October 0.810 
November 0.777 


(a) These ratios have been calculated taking basis import 
and export price indexes Table 

(b) These ratios have been calculated taking basis import 
and export price indexes published breve ter- 
the Business Statistical Centre Florence (Num- 
ber 22, December 1950). 


Italian foreign trade in. volume) the 
first half 1950 was only obtained the cost 
reduction shown the price index num- 
bers) the prices 

While the terms trade (see Table XI) fluctuated 
without following any definite trend until April, they 
deteriorated considerably May and June (April 1.13; 
May 1.07; June 1.03). Although data are missing for 
the following months seems probable that this 
deterioration has been and being accentuated. The 
terms trade for raw materials only have indeed 
marked from July November 1950 fal! some 
(from 1,073 0,777; see Table XI). The special 
structure Italian foreign trade does not allow 
generalizing these last they are affected 
more especially the rise the prices essential 
raw material imports while Italian exports raw 
materials are relatively few and little importance 
world markets. any case, the marked dif- 
ference between July and November prices cannot 
but taken into consideration. 

The fact that Italian exports have been progres- 
sively concentrating the more traditional commo- 
dities limited marketability (see Par. and 
Table IX). the other hand, the problem re- 
armament, and the change from buyer’s into 
seller’s market for whole series raw materials 
for industry can but intensify the trend imports 
prices, making more costly the purchase essential 
raw materials and limiting the Italian purchasing 
power compared that foreign countries. 


end 
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96.2 89.2 97.1 
| 
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| 
1.09 
1.09 
1.13 
7 1.07 
1.095 
72! | 


There have always been two schools thought 
the problem the trade cycle: there are those 
who maintain that there such thing the 
trade cycle, but that each fluctuation economic 
activity distinct from every other both its causes 
and its effects. Hence maintained that theoris- 
ing this problem fruitless, each cycle must 
considered unique and explained different 
set factors. 

Trade cycle theorists the other hand maintain 
that, while undoubtedly cycles differ both duration, 
amplitude and causes, they are sufficiently regular 
occurrence and exhibit sufficient similarity, 
enable make fruitful generalisations. Amongst 
this latter group economists must placed all 
those, including the writer under review, who have 
produced theories industrial fluc- 
tuations. 

endogenous theory the trade cycle one, 
which explains the occurrence fluctuations terms 
forces generated from within the economic system 
itself. distinct from these, exogenous theories 
rely either forces wholly unconnected with the 
economic system (e.g. Jevon’s Sun Spot theory) 
forces which cannot adequately explained terms 
the significant economic variables (e.g. new inven- 
tions, etc.). Hicks’ theory the trade cycle endo- 
genous par excellence. That say while certain 
exogenous (autonomous) variables enter into his system, 
they are the whole either systematic unnecessary 
his theory. 

Hicks’ theory direct line descent from 
Harrod’s dynamics (2), its economics, and from 
Frisch (3) and Samuelson (4) its technique. Before 
analysing detail may useful say something 
about Harrod’s theory and shall then better 
position understand how Hicks deals with some 
its shortcomings. 


Trade Cycle, Oxford, 1950. 

(2) R.F. Harrop: Towards Dynamic Economics, MacMillan, 
1948, 
(3) Propagation Problems and Impulse Pro- 
blems Dynamic Economics Economic Essays Honour 
Gustav Cassel, London, 1933. 

(4) Foundations Economic Analysis, Part 
Cambridge (Harvard), 1947. Also, Interactions between the 
Multiplier Analysis and the Principle Acceleration, Review 
Economic Statistics Vol. XX, May 1939. 


Recent Contribution Trade Cycle Theory 


HAHN 


The problem the trade cycle essentially one 
economic dynamics. Without entering into any 
definitional controversy, may say that this implies 
that time made explicit (significant) variable 
the economic system more precisely that economic 
variables different dates are significant the 
theory (5). particular this becomes important when 
either adjustments cannot taken occur instan- 
taneously and/or the value variables some future 
date cannot neglected, and/or when the rate 
change certain variables rather than their absolute 
value important. 

Mr. Harrod, well known, was amongst the 
earliest exponents the accelerator principle (6). Ac- 
cording the latter important part investment 
demand may regarded function the rate 
change income. This principle may interpreted 
two ways: (a) either say that the amount 
investment induced given change income 
the amount necessary produce it. that case the 
inverse the accelerator the marginal efficiency 
capital. (Ac=aAY; when the increase 

a 


capital, the increase income); (b) may 
regard entrepreneurial expectations the future 
investment induced may more less than 
what necessary produce this increase. Both Hicks 
and Harrod are exclusively concerned with the accele- 
rator type (a) and shall have occasion criticise 
this later on. 

the basis the accelerator Harrod able 
dynamise the familiar Keynesian equations. There 
will two main types such equations: (i) 
ante equation showing the equilibrium condition 
ante savings equal ante investment and (ii) 
post equation showing that post savings are 
always equal investment. have 


(5) Foundations, pp. 311-320. 
(6) The Trade Cycle, op. cit. 
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wo 
income which will make ante investment (given 
warranted, required, ante, accelerator) 
equal ante savings. the actual rate 
growth and the accelerator which will equate 
savings investment post. 1.2 thus includes 
induced accumulation and decumulation stocks. 

these two basic equations Harrod adds third 
which based neither the warranted nor actual 
rate growth income, but what calls the 
«natural rate growth. The latter defined 
the maximum rate growth income possible 


given physical conditions and with given technical 
knowledge. have 


1.3 
=the natural rate growth 
Now linear differential equation the 
solution which given 
1.4 


follows from 1.4 that the higher (s) (the propensity 
save), the faster must incomes increasing 
order that ante investment should continue 
equal ante savings. 


quite clear from the above, that whenever 


will continuous tendency for depression de- 
velop. For cannot definition above 
for any length time, and immediately falls 
below it, ante savings will exceed ante 
investment and incomes will fall. 


above without reaching Gn. this there 
will continuous tendency for booms develop. 

Mr. Harrod thus has theory (a) the conditions 
long run dynamic equilibrium, (b) the conditions 
which will produce depressions and (c) conditions 
which will produce booms. spite the short- 
comings his model, noted below, Harrod’s 
work significant contribution this field 
theory. For makes clear the following 
which were either not fully recognised 
before not known. 

and this brings realism not only the 
theory the trade cycle but also the theory 
development. 


(2) shows that significant part invest- 
ment accelerator investment type (a), equilibrium 


tate and hence that 


(3) for equilibrium maintained the absolute 
amount investment must increasing through 
time. 


(4) His theory has important policy implications. 
particular, was pointed out Mrs. Robinson (7), 
shows the inadequacy Keynesian remedies for 
countries with low propensity save. For such 
countries will low, hence that rate there 
unemployment, Keynesian remedies will only pro- 
duce inflation. The importance this the eco 
nomics backward countries can hardly exag- 
gerated. 


Mr. Harrod’s theory may criticised the follow- 
ing grounds: 

(1) was pointed out Hicks (8), his system 
mathematically unstable. Consider 1.4. in- 
creases then must increase. But previously 
will now diminish fact become nega- 
tive. But when incomes fall will diverge even 
more from and incomes will fall even further and 
Harrod offers assistance determining the 
path the forces which will tend prevent 
the cumulative divergence from Go. 


(2) Because Harrod has only theory 
booms and depressions but theory the trade 
cycle. has theory either the turning points 
the periodicity fluctuations. 

(3) order deal with innovations and other 
non-induced investment, Mr. Harrod adds constant 
term each the left hand parts 1.1, 1.2 and 
1.3. assumes all innovations factor neutral 
leave the ratio the marginal products 
labour and capital unchanged. This will general 
not true. Moreover order that remain constant 
through time, must assume that innovations are 
always made just that time when owing fall 
the marginal product capital, would have 
increased, and that the extent the innovation 
just such offset the increase This adds 
another stringent condition equilibrium and there 
reason why should ever fulfilled. 


(4) Lastly, let assume that the full 
employment rate growth income. then follows 
that must always exceed until full employment 
reached. For incomes are expanding the rate 
Ga, then sooner later, the absence innovations, 
full employment incomes must reached. But this 
cannot Gn. Since then whenever 
have seen chronic tendency for slumps develop. 
Harrod thus very strong the inevitability 
slumps but has far less say the inevitability 

Hicks starts where Harrod leaves off and shall 
now examine how deals with some the short- 
comings Harrod’s theory. 


Dynamic Economics, the Economic Journal 1949. 

(8) Mr. Harrod’s Dynamic Theory, Eco- 
nomica May 1949. 
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Hicks great believer the economic importance 
lags. Making use these able get rid 
the spurious instability Harrod’s model. Thus 
Hicks, large part investment still accelerator 
induced investment type (a), but made 
function past rather than current changes in- 
comes. Similarly consumption (mainly because 
production lags) made function past rather than 
current income levels. Hicks’ basic equations thus 
become linear difference equations. 

Hicks however greatly impressed Harrod’s use 
income. Since however depression, the rate 
negative investment, non-replacement, limited 
technical considerations, the accelerator drops out 
the equation altogether. This the absence 
further assumptions would lead stationary zero 
(if there some constant exogenous investment), 
constant depression income (since the propensity 
consume 1). avoid this, Hicks makes use 
ment which independently the rate change, 
constant rate The autonomous investment term 

then proceeds exactly analogous fashion 
Harrod. First define two warranted income 
levels and growths: (a) that level income and that 
rate growth income which will make accelerator 
plus autonomous investment equal savings and 
(b) that level income and that rate growth 
income which will make autonomous investment equal 
savings. have 


where and 2.1b are the equilibrium solutions 
appropriate difference equations. 

Next have two equations actual income and 
actual income growth, once again, one appropriate 
situation where the accelerator working, one ap- 


Tt==P 


a=1 


™=P 


n=1 


where are lagged consumption coefficients 
and (v, ... v,) are the lagged accelerators. ‘Lastly 


have equation giving the «natural» full 
employment level and rate growth income 


Y,=F (1+g)* 2.3 


The main outline the trade cycle now clear. 
start with depression equilibrium income, 
small shock making actual, diverge from warranted, 
income, and assume there excess 
capacity and 2.2a explosive, incomes will, 
Mr. Harrod’s case move away indefinitely from 
the warranted income. The boom has started. But 
incomes cannot expand beyond the natural (full 
employment) income. Once full 
been reached incomes can only expand the natural 
rate But when they are expanding that rate 
then incomes will tend move the warranted 
income given 2.1a. the latter below the 
natural income, incomes must fall. But once this 
happens the accelerator drops out and 2.1b gives the 
new equilibrium level income. Incomes will thus 
fali until this new equilibrium has been reached. 
are now depression equilibrium. But owing 
the autonomous investment term, incomes will still 
expanding. This means that excess capacity gets 
used and must eventually disappear. Once that 
has happened the accelerator once again enters the 
equation and incomes will once again expand and 
the whole process will repeated. 

Hicks thus presents complete theory the cycle, 
including turning points. shows that the length 
the cycle will not vary greatly with the size the 
coefficients (the accelerator and the propensity con- 
sume). fully aware that full employment in- 
come (the ceiling) cannot precisely defined and that 
expansions may come end before full 
employment reached, owing bottlenecks and 
credit shortage. takes account replacement 
investment and shows that the whole the echo» 
effect discontinuous replacement) unimportant 
owing the difference the lifetime equipment 
different industries. fully and elegantly deals 
with the problem distributed investment lags (hump 
investment) and shows how they may lead 
lations about the main trend, and makes some 
tentative suggestions the policy recommendations 
drawn from his analysis. 

Yet spite its elegance, its clearness 
position and its completeness there are considerable 
number points which raise doubts the mind 
the reader and quite few questions which are left 
unanswered. these that shall now 


The definition the period and the stock cycle. 


Mr. Hicks takes the standard period the nor- 
mal time taken for output adjust itself changes 
demand (p. 53). this definition believes 


nges 
eves 


that able avoid the difficulties which would 
arise from separate demand and output equation. 
Mr. Hicks’ equation thus output equation only. 
But his definition implies that (where 
=supply, demand). From this follows that 
increasing through time, the difference 
—S, (D,—D,_,) will increasing through 
time. But this difference the decumulation stocks, 
hence the stocks decumulated will increasing 
through time. Mr. Hicks obscures this concentrat- 
ing only the supply equation. What fact hap- 
pens this: when demand increases period 
period output increases the amount the decu- 
mulation. But period demand again exceeds 
supply but more than did period The- 
refore the absolute loss stocks period 
greater than period Thus according Hicks 
producers will losing stocks exponential rate 
all through the expansion. 

But this surely not Decumulation stocks 
alternative the raising prices. Producers 
will clearly come stage the loss stocks 
increasing with each period, when they will prefer 
raise prices. This practice will important 
brake the expansion. For when producers are 
unwilling lose further stocks they will fact 
choke off demand and slow down its rate increase 
higher prices, This itself may after time bring 
about the down turn. 

Moreover Hicks’ definition the period and ex- 
clusive attention supply leads graver difficulties 
the concept equilibrium rate growth. For 
here too assumes that supply lags behind demand. 
Producers never anticipate rise demand. From 
this follows that they will continuously losing 
ever larger stocks, This clearly incompatible with 
any sort equilibrium. obtain this producers 
must invest advance demand increases, not 
Hicks assumes, after they have taken place. 


The accelerator. 


This line criticism leads directly the use 
Hicks makes the accelerator. The latter Hicks’ 
model purely physically determined. That 
say producers never expect output (demand) 
increasing but always invest just sufficient produce 
output equal what was demanded the previous 
period. This, boom, surely unrealistic. There 
can little doubt that producers frequently invest 
pansion, for, once their stocks are low, they can 
increase their profits doing. But even 
abstract from the expectation problem (and have 
seen that leads into difficulties when defining the 
rate growth and level income) 
another problem still remains. 

well known that when producers have un- 
dertake new investment they will not simply reproduce 
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old equipment but take advantage the opportunity 
buy technically superior equipment. That say, 
even assuming all production functions linear 
and homogeneous, the form these functions will 
changing. that the accelerator cannot 
regarded constant. Hicks attempts avoid this 
difficulty dividing investment into autonomous and 
induced and assuming the former contain all in- 
novation investment. This distinction however pu- 
rely artificial. difficult believe that there 
any form investment, other than (perhaps) govern- 
ment investment, which independent both the 
level and rate change income. Innovations are 
undertaken times most favourable producers and 
thus clearly depend either the current the ex- 
pected state demand. then say that auto- 
nomous investment function the trend rate 
for the trend rate the equilibrium rate, and the 
equilibrium rate function the rate growth 
autonomous investment. The best can 
that some form investment more lagged than 
some other. conclude therefore that the distinction 
between autonomous and induced investment even 
could made, could not ensure constant ac- 
celerator. 

But even this difficulty could overcome 
another one remains, Let suppose that are 
depression. was shown above Hicks assumes 
the latter come end when excess capacity 
exhausted. But can assume that excess capacity 
will exhausted all industries the same time? 
Hicks’ own assumption the varying life time 
equipment precludes this. therefore follows that 
some industries will undertaking induced invest- 
ment while others have still excess capacity. 
then possible that shall get number small short 
lived booms, before the real booms gets under way. 
Suppose that there are only three industries and 
Let assume the first exhaust its 
excess capacity. Since and still have surplus 
equipment, the accelerator when investing 
will relatively small, the equation may damped 
and after short boom incomes fall depression 
level again. now has excess capacity again, but 
finds that has reached capacity output. The ac- 
when any investing may again 
small, but this time when incomes rise, 
once again reach full capacity and the accelerator 
will become the latter high enough 
full boom will develop, not, incomes will fall 
again and and will both have excess capacity, 
but may now invest. Once again the process 
repeated and only some time during the 
upswing caused C’s investment, and exhaust 
their excess capacity, that the full boom will develop. 
Not only therefore will there number short 
booms before the proper expansion gets under 
way but the latter may never occur: conceivable 
that never get beyond small short lived booms. 
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Mr. Hicks’ aggregate and constant accelerator thus 
conceals important and potentially damping factors 
the investment process. 


The capital intensity production. 


Lastly, may noted this connection, that 
Hicks’ use periods and his definition the ac- 
celerator involves falling capital intensity produc- 
tion throughout the expansion. That this 
clear from the following considerations: The amount 
invested period according Hicks sufficient 
produce the output period the optimum 
(constant) ratio labour But the invest- 
ment period only contributes output 
owing production lags. Therefore unless the 
ratio the output period t+1 the output 
period t—1 constant, capital intensity will not 
constant. expansion this ratio will normally 
not constant but increasing, hence the capital in- 
tensity will diminishing. 

But even the ratio Y,,, Y,_, constant, 
the capital intensity production will continue 
below its optimum during the depression. Since there 
excess capacity this must involve production 
under increasing costs. But the output producers will 
supply when their costs are increasing will, given the 
demand, less than when their costs are constant. 
Hence any given increase output has been 
produced less than the optimum factor ratio, pro- 
ducers will general invest amount sufficient 
produce increase output greater than the 
future. Unless very special conditions are fulfilled, 
there reason why given increase output 
the non-optimum factor ratio should always induce 
the same amount investment. For the amount in- 
vested period always such that output greater 
than the one actually forthcoming period (at the 
non-optimum factor ratio) could produced the 
optimum factor ratio. Hence part least any sub- 
sequent increase demand can met without the 
need for further investment. 

This opens the possibility that the accelerator 
may become zero, capitalists may catch with 
their capital requirements, before the ceiling reached, 
and downturn may therefore occur. This would 
preserve the non-linearity the Hicksian model with- 
out assuming that full employment always reached 
the boom. 

may therefore conclude that Hicks’ use and 
definition the accelerator far too simple, partly 
because neglects such important aspects expec- 
tations and changes the production function, 

tly because his assumptions concerning are in- 
compatible with some the forces generated his 
own system. 


The ceiling. 


Several problems arise under this heading. 
First the ceiling necessary Hicks’ theory. 
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has been pointed out Duesenberry (9) not. 
pose that Mr. Hicks’ equation has complex roots and 
modulus greater than unity, that gives rise 
explosive oscillations. Since then every time in- 
comes decline the accelerator drops out, are work- 
ing with completely new equation. When later 
(after the exhaustion excess capacity) the ac- 
celerator starts again, the initial income conditions 
will exactly analogous those the previous 
depression. Hence our explosive equation starts again 
from the beginning. Thus actual explosive oscillations 
never develop. have top the booms without 
making any use the ceiling all (10). 

But this does not necessarily mean that Hicks’ 
ceiling not «correct». This mainly question 
fact. The trouble here lies interpretation. 
the ceiling largely determined monetary factors, 
credit shortage, etc., then there seems little 
doubt that most booms actually hit such ceiling. 
number employable people available then the case 
more doubtful. There precise definition 
full employment (¢.g. include overtime, 
the possibility more women working, etc.) and 
any case there seem relatively few booms 
that have been brought end 
shortage. The best interpretation can give the 
ceiling very general, i.e. can regard hold 
for all the factors not taken account Hicks’ 
model which will slow down the rate growth 
income. clear that such ceiling exists but 
whether related the level the rate growth 
income open discussion (11). certainly can- 
not fix all precisely. 

interpreted the ceiling the full employment 
level and rate growth income, then the equilib 
rium rate growth must always exceed the natural 
(full employment) rate growth. This based 
exactly the same argument which used show that 
Harrod’s warranted rate growth must exceed the 
natural rate. That being so, equilibrium 
compatible with full employment equilibrium, 
exclude the incidence innovations. This may have 
important policy implications which are obscured over 
most Hicks’ book where assumed (for 


position purposes) that the two rates growth are 
the same. 


The above are some the main criticisms Hicks’ 
work. They should, however, not obscure its very 


(9) Hicks the Trade Cycle, Quarterly 
Journal Economics May 1950. 

(10) should noted assume with Duesenberry and 
Modigliani that current consumption function the 
highest previous income, then also have bottom the 
depression without involving autonomous investment, 

the availability credit may (in Gold 


Standard Economy) function the rate growth rather 
than the level 
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real His chapters the multiplier and 
hump investment, well his mathematical ap- 
pendix exhibit all the elegance and close reasoning 
have come associate with all writes. There 
little doubt that his work represents very real 
advance many individual points dynamic theory 
but they not quite add satisfactory theory 
the trade cycle. 

sum Hicks may criticised the follow- 
ing two main points: 

(1) Failure distinguish clearly between supply 
and demand conditions. Once the assumption ex- 
cess capacity dropped can longer assume 
supply perfectly elastic full employment. 
Especially the supply lag and its influence 
the stock cycle which obscured Hicks. 


(2) too mechanical use difference equations 
based constant coefficients. Hicks himself recently, 


commenting Professor Samuelson’s work dy- 
namic stability conditions wrote: 

But still feel that something wanted which 
parallel dynamic theory, and miss this 
Professor Samuelson’s work. hypothesis 
essentially instantaneous adjustment, reduced the 
purely mechanical part dynamic theory the 
simplest terms now quite evident that over- 
simplified it. But doing did leave myself free 
make some progress with the less mechanical 
parts expectations and on. still feel that this 
procedure has its uses and should sorry aban- 
don altogether favour pure concentration 
mechanism (12). 

believe that much this criticism still applies 
and that pity that Dr. Hicks should have 
changed his mind. 


(12) Value and Capital, 2nd edition, Oxford, 
1946, pp. 336-337. 
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Assessed rev enue 


Source: Conto riassuntivo del Tesoro. 


STATISTIC 


APPENDIX 


SUMMARY ASSESSMENTS AND OBLIGATIONS 
(milliards lire) 


Table 


year Current revenue Mo- expenditure Mo- Move- 
July-Nov. 


(a) Revenue assessed the period, 


successions, stamp duty, 
service, etc.). 


Net inc 


(milliards lire Index Numbers, 


CURRENT REVENUE, MAJOR SOURCES Toble 

Customs duties and 


the basis the assessments the end each financial year; (b) Estimates No- 


vember 30, 1950; (c) Non-recurrent direct taxes jumped 1947-48 18.6% total result the extraordinary taxes 
capital put into force decree March, 29, 1947; (d) Turnover tax (which accounts for about 60% 


the group), taxation 
from the national estate and from autonomous public corporations (railways, postal 


Source: Conto del Tesoro. 


ITALIAN INTERNAL NATIONAL DEBT 


Table 


(*) See explanatory notes No, 


Source: Conto riassuntivo del Tesoro. 


and others debt Total national debt 
mount mount 
100 875 279 175 366 820 2,733 6.6 1,308.6 980 
June 100 587 722 636 1,894 9.0 2,543.0 1,905 
September 100 584 750 655 1,876 6,253 9.0 2,522.0 1,889 


October 1947 (p. 197) and January-March 1949 (p. 70). 


Statistical Appendix 


DEPOSITS AND CURRENT ACCOUNTS ITALIAN BANKS (a) 
(millions lire) 


End and Demand Deposits Current Accounts (b) 

| | 

the period Amounts Quarterly Amounts Quarterly Index Amounts Quarterly Index 


| 

June 860,859 15,683 162.8 811,444 37,022 167.2 1,672,303 §2,705 164.9 


+ 


115,075 


(a) The data refer 365 banks (commercial and savings banks) which hold about the total deposits collected all 
Interbank current accounts are excluded, 


DEPOSITS, CURRENT ACCOUNTS AND ASSETS ITALIAN BANKS (a) 
(millions lire) Table 


j = 


New Series (b) 


Amounts outstanding 
Cash and sums available sight 109,048 151,813 162,388 186,540 182.352 184,047 
Fixed deposits with the Treasury and other 
177,748 231,277 269,664 265,898 309,131 263,729 276,961 
Government Securities 414,200 446,226 427,140 427,761 450,906 518,405 
Deposits and current accounts 100 118.8 128.2 131.5 139.2 
Cash and sums available sight 100 89.8 95.8 134.9 110.3 107.9 108.8 
Fixed deposits with the Treasury and other 
Government Securities 100 107.7 103.1 103.2 108.9 125,2 130.9 
Credits clients 100 107.9 118.6 130.5 130.1 134.0 142.9 
‘ | 
deposits and c/a 
Deposits and current accounts 
Cash and sums available sight 9.1 9.0 9.3 9.1 
Fixed deposits with the Treasury and other 
Government Securities 27.2 26.7 23,6 21.9 22.6 25.9 25.6 
Credits clients 74.2 72.8 74.2 75.6 73.5 75.5 


The data refer 365 banks (commercial and savings banks) which hold about the total deposits collected all 
talian banks. 

The Bank Italy has revised the quarterly series banking assets, beginning from December 1948, For back figures 
(old series) see, Recent Banking Developments Italy, this Review, No, 11, October-December 1949, 230-231. 

(c) Treasury bills and other Government Nominal valuc. 

(d) Includes: bills hand (portafoglio), contangoes (riporti), advances (anticipazioni), current accounts (conti correnti), loans 
salaries (prestiti pegno contro cessione stipendio), loans (mutui), current accounts with sections for special 
credits (conti correnti con sezioni speciali), credits abroad (impieghi non-Government securities (titoli non Stato), 
The figures for 1949 have been rectified the last Bollettino the Bank Italy. 

Bollettino the Bank Italy. 
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NOTE CIRCULATION, PRICES, WAGES AND SHARE QUOTATIONS ITALY Table 
(Index, 1938= 100) 


Note Circulation (a) Wholesale prices (c) Fine gold 
Amount (b) industry Price 


| 


All com- 
modities 


Year month 


1947 3,537 6,196 3.180 
November 4,703 5,279 5,451 5,828 866 3,331 
December 5,228 5,423 5,566 5,966 919 3,535 


3,680 
3,354 


i 
| 
; 
! 


(a) End year month. Includes: Bank Italy notes, Treasury notes, and A-M-lire; (b) Bollettino the Bank 
Italy; (c) Bollettino Mensile Statistica issued the Central Institute Statistics; (d) Business Statistics Centre Florence. 


PRICES AND YIELDS ITALIAN SECURITIES MAIN CATEGORIES Table 


Government Securities 


1947 94.4 98.1 5.59 73.7 6.88 86.5 6.16 2,235.8 0.64 
| 


Year month 


1948 994 85.8 6.60 89.2 87.6 6.22 1,319.5 2.31 
1949 105.9 96.1 5.89 94.6 5.59 96.0 5.68 1,517.7 3.97 
1950 March 1049 6.08 90.4 5.89 1,480.5 5-31 
June 104.9 95.0 5.96 92.0 5-77 5.88 


Source: Bollettino the Bank Italy. 


WHOLESALE PRICES GROUPS COMMODITIES 


Table 


All Foodstuffs Hides, Fuels 


mo- Vv | 

table 


Cement 


| 


| | | 
1950 March 4,547 6,379 5,562 4,870 3,742 5,375 6,167 


Source: Bollettino Mensile Statistica. 
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WAGES AND SALARIES ITALY 


(gross retributions inclusive family allowances) 
(Index, 


— 
— = 
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Table 


Industry 
Ordinary workers and semi-skilled labourers 5,991 6,002 
Government Civil Employees: 


i i 


(a) Administrative grade; (b) Executive grade; (c) Clerical grade; (d) The net remunerations have been reduced since April 
1949 consequence the special deduction made for financing the Fanfani Plan for housing reconstruction (Act 


28-2-1949). 
Source: Bollettino Mensile Statistica. 


NATIONAL INDEX LIVING 


4,938 
5,596 
6,006 


6,523 
5,820 


3,373 


3,424 H 


4,928 


4.943 
6,011 
6,530 


3,373 
4,223 
4,928 


Sept. Octob. Novem. 


5,603 


6,530 


5,825 


4,928 


4,949 
5,605 
6,012 
6,533 
5,828 


3,373 
4,223 
4,928 


Table 


Year month All Items Clothing 


1947 December 4,929 6,196 6,866 2,393 
4,917 6,149 5,810 3,069 
5,719 5,845 3,464 
4,824 5,844 5,514 
4,909 5,962 5,562 
September 5,007 6,090 5,693 3.495 
November 4,997 6,016 6,102 3,590 
December 5,009 6,014 6,252 3,602 


Source: Bollettino Mensile Statistica. 


UNEMPLOYMENT ITALY CLASSES (a) 


Housing 


Miscellaneous 


269 
363 
399 
574 
595 
595 
861 
869 
877 
893 
897 


| 


4,359 
4,317 
4,387 
4,489 
4,502 
4,586 
4,585 
4,588 
4,614 
4,641 
4,684 
4,739 


persons and Housewives under ex-| Unemployed 

End period pensioners seeking servicemen formerly 

other secking employed 

83,637 


1,175,425 

1,498,429 

180,406 1,198,438 

1,387,595 

435,383 1,263,570 
90,987 164,831 419,014 1,162,594 
83,721 143,188 406,515 1,074,835 
September 83,152 139,997 407,259 1,034,412 
83,900 144,673 421,193 
November 87,268 150,467 443.157 1,169,978 


(a) See Explanatory Notes No, this Review (pag. 71, Unemployment »), 
Source: Ministry Labour, 


absolute 
figures 


1,752,187 


1,815,768 
2,055,606 
1,966,234 
1,956,261 
1,837,426 
1,672,849 
1,708,259 
1,692,972 
1,664,820 
1,740,480 
1,850,870 
2.069,809 


Total 


Index 
numbers 


123.3 
103.6 
104.9 
95-5 
97.5 
95.0 
99.3 
105.6 


which 
women 


609,205 


679,502 
600,483 
630,200 
608,741 


560,084 
570,332 
560,889 
550,680 


abe 
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ITALIAN INDUSTRIAL PRODUCTION INDEX 
(unadjusted monthly averages, 1938= 100) Table 


Manufactures 
Gene- 


Elec- 


Year Month ral 


ning | 
Index Food tiles 


March 109 125 143 145 


1950 January 


February 


(a) give this Table the revised series index numbers industrial production published the Institute 
Statistics beginning from October 1950 issue his Statistical Bulletin», can seen, the new series the food 
and engineering industries are included, which were not represented the precedent one. Moreover, the classification the 
several items among the different classes and sub-classes industry has been modified. The principles which the returns and 
the calculations are made have, however, not changed. (See, this Review, No. January-March 1949, pagg. 70-71). 


Source: Bollettino Mensile Statistica. 


EXCHANGE RATES ITALY (a) 
(Italian lire per unity foreign currency monthly averages) Table 


1949 
December 


| 
624.31 624.82 624.81 

99.39 90.46 90.46 90.46 90.46 
1.81 1.81 1.81 1.81 1.81 1.81 
87.38 87.38 87.38 87.38 87.38 
120.62 120.62 120.62 120.62 120.62 
1,398.45 1,399-60 1,399.57 1,399-57 1,399.60 


(a) For general picture exchange rate system Italy, see Financial Statistics, International Monetary 
Fund See also this Review, 10, July-September 1949, pag. Table 
(b) Clearing exchange rate, 


Source: Mensile Statistica, 
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